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Eee as ee Le Dre Ae ay 
Toronto, Ontario, 


Pracay, wune. 15,1951, 
At 10.30 o'clock a.m. 


---The further proceedings of this Committee reconvened 
pursuant to adjournment. 


---All parties present. 
---Same appearances as heretofore noted, 

THLE CHatRi aN: I will call the meeting to 
order. \e might continue with Deputy Commissioner 
Doyle. 

ED ARD THOMAS DOYLE, 
4& witness previously heard, and now recalled, who 
having been already sworn, continues his testimony 
as follows: 

BY THE aCTING CHAIRMAN: 

«- Deputy Commissioner Voyle, in the absence 
of the Chairman, will you continue your ewidence? 

A. Yes, sir. There has never been any interference 
in connection with the overation of the anti-gambling 
branch of the Ontario Provincial Police by anyone, 

at any time. It has had the utmost support from 

our superiors, especially from the Hon, the sattorney- 


General (iir. Porter), the past Hon.Attorney-General, 
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1679 Doyle 


the Deputy Attorney-General (Ir. i agone) and his 

and his solicitor. ‘\e have conferred with the Deputy 
attorney-General many times in connection with 

matters relating to law. The Deputy sttorney-General 
has on important cases himself accompanied us to the 
courts and prosecuted. ‘e have also had their 
solicitors from the Department of the attorney-General, 
lire Hope, and lir. Bull, and the Crown Attorneys through- 
out the province have always co-operated inevery way, 
in connection with the prosecution of the gaming 


sections of the Criminal Code, 


BY :.R. JOLLIFFS: 

- Deputy Commissioner, just before you 
leave that point; do you care to say anything about 
the sentences which have been meted out by the 
magistrates in gaming cases? 

A. I have noticed since last year -- and particularly 
this last six months -- that the sentences have been 
more in line with the offences which have been com- 
mitted; that is, book-makers are being sent to jail. 

I have also noticed in a report a few days 
ago where three found-ins, as I recall, were fined 
$100 and costs. 


As a policeman, we know that these persons 
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1680 Doyle 


bet unlawfully, and frequent disorderly houses, or 
we would not have any book-makers., The disorderly 
housekeepers go hand in hand with those who patronize 
them, and I feel in order to suppress any unlawful 
betting and unlawful gaming, that the persons who 
actually take part should be vunished severely, in 
order to suppress vice. 

Q. ell, I notice the offences created by 
Section 235 of the Criminal Code are indictable 
offences; but there have been no prosecutions 
by way of indictment, have there? 
A, Not inrecent years, we have not had any. 

we Lhe practice has been to prosecute 
summarily? 
A. The only case we have had was 25 or 26 years ago. 
That was a gaming house keeper at Bridgeberg. 

weAil right, thank you. 
A. Last Becember I assisted Staff Sergeant Tomlinson 
at Vindsor. We estecuted ten search orders, and to 
my surprise, we found in many of the places, or 
most of the places, that the telephones had been 
removed, ‘Je reported this to the Bell Telephone 
Company on the 4th of December, and the manager 
stated that to have the report verified _ these 


telephones were moved from the premises, he would 
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like us to accompany his men again to the premises. 
This we did and they found what we had found, 

and since our searches on the revious Saturday -- 

2nd of December last -- in one plade where there was 

One telephone and two lines connected with switches 

-- not Bell Telephone Company's equipiuent -- we found 

that the telephones had been taken out and the switches 

and lines had been cleared from this little office, 

and the Bell Telephone men investigated, and they 

were informed that no work orcer had »een issued by 

the Bell Telephone Company, and we were told the 

lines had been removed by persons other than ofvicials 


of{he Bell Telephone Company. 


BY THE ACTING CHaIRhMaN: 

. Had they advance warning that you were 
going in? 
A. No, sir, not that we were going beck. 

Immediately the manager of the Bell Telephone 
Company askedis to co-operate. ‘e got search warrants 
out and men were posted at the various places until 
we got around with the linemen, 

The main office -- that is, the office with 
Phone 3822 -- which had been in operation continvously 
prior to December 2nd, with Toledo, was not in the 


premises at all at 269 Sandwich Street, 
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1682 Doyle 


the Bell Telephone Officials Climbed a 
and 

pole/through their searching they were of the opinion 
that the line ek to an apartment over No.267; we 
went up there with the permission of the lady who 
was inattendance, and we discovered this; that 
telephone had been moved, but there had been three 
telephones in that apartment. 

I have not heard of any prosecution against 
any person for the theft of the telephones; nor have 
I heard of any action being taken by the Bell Tele- 
phone Company against any person who removed those 
telephones. 

During our investigation we were told it was 
a new idea entirely that we had run into there, that 
they were moving the telephones around and manipulating 
them and that there was a man going around with the 
telephones, and he would dial a certain number, and 
put the service into operation, and then take the 
phone away, That is where there were two or more 
telephones. 

I think that some action should have been 
taken by the Bell Telephone Company against some- 
body. Perhaps there has been action taken, but I 


have never heard of it. 
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le suggested on the 4th of December, to the 
manager of the bell Teleohone Company, that in view 
of what we found, that all services to Howard Kerr 
be disconnected, and we were told at that time that 
the matter would have to be referred to a superior, 
and it would be decided upon. 

wiany of these telepnones which were removed, 


had the services discontinued. 


BY MR. JANES: 

Q. Those telephones would be worth quite a 
bit of money? There would be quite an investment 
there, for somebody to carry away? 

A. Yes, sir. I understand, when I had direct charge 
of the anti-gambling branch, that any person of whom 
they have any suspicion leaves a deposit with the 
Bell Telephone Company to cover the cost, if the 
telephones were seized, destroyed or confiscated. 

Q. le were told they never had any suspicion 
of anybody, and never took any deposit? 

4, I have a different opinion of that. During my 
discussions with the Bell Telephone Company in the 
early days of the anti-gambling branch -- 

BY MR. JOLLIFFE: 


Q. The position is a little different now, 
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1684 Doyle 
Since the amendment to the Code, which makes an 
exception of telephone equipment. 
A. ir. Jolliffe, as a policeman, our first duty is 
to prevent crime, and the next duty is to protect 
life and property, and then detect offences, md 
then we have numerous other duties, 

In order to prevent crime, when the police 
find a back end in operation, and they have the 
evidence -- that is, if they find the sheets recorded, 
and there is a bona fide case -- why should the 
police leave the telephones? That is the main thing 
in those offences. That is how they get their bets 
-- ofer the telephones. \hy should the police leave 
the telephones in the premises for a continuation of 
an offence? 

Furthermore, I think, under Section €29, we 
have the right of a search warrant, and that would 
mean we would have to take out a search warrant, as 
well as a search order, to seize telephones, if used 
in conjunction with an offence, Dut we cannot get 
the confiscation of the instruments, 

Q. I think perhaps youare right, although 
there is no doubt that parliament in its wisdom -- 
and Ithink at the behest of the Bell Telephone 


Company -- decided to stop the confiscation of tele- 
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1685 Doyle 


phone equipment. 

A. I would point out, lr. Jolliffe, in the interests 
of the war effort, no equipment was ever destroyed. 
The confiscations were made, but we returned the 
equipment to the Bell Telephone Company. 

The picture is different to-day and I believe 
that if persons are found using telephones in contra- 
vention of the provisions of the Criminal Code, they 
should be seized, and we should have the means of 
confiscating them and destroying them, just the same 
as any other instrument of gaming, or anything else 
in conjunction with the gaming sections of the code. 

we Of course, the aifficulty is, they are 
not really the property of the accused or the 
convicted person. 

A, Then, sir, in connection with slot machines; the 
majority of the slot machines are not owned by those 
who have them. There is the odd one owned by the 
person operating it, but the majority of them are 
owned by distributors, and we have prosecuted the 
distributors as well as the persons in possession 
of the machines, if we could prove the distributor 
was guilty of an offence, the same as the »erson 


accused. 
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1686 Doyle 


BY wR. GRUMMETT: 

w. The difference there is that the slot 
machines were being primarily intended to be used 
for an illegal purpose, whereas the telephone is 
primarily used for the transmission of legal messages. 
I think that would be the distinction upon which 
the House of Commons acted when that amendment was 
passed. 

A. There would be a slight distinction. in view of 
the fact that book-makers use telephones, the Bell 
Telephone Company should make sure as to who gets 
those telephones. 

This condition down in Windsor is something 
new to us. In regard to these gamblers who just 
moved the telephones at will, and violated the 
provisions of the Act, apparently nothing has been 


done about it. 


BY t.R. JANES: 

Q. In regard to your statement that the Bell 
Telephone Company take deposits for these telepnones; 
I brought that question up with the Bell Telephone 
Company, and I am assured that there are no deposits 
‘taken for anything, that anybody can go and get that 


service. It is rather amazing. 
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A. in connection with ‘‘indsor -+ and tiie He 
second-hand information, but it came from a reliable 
police officer -- I was told tney were trying to 
contact Howard Kerr to return some money to hin, 
which would indicate he had some money on deposit. 
That is what Ivas told, but the person might have 
been giving me wrong information. 

Q. lir. Deputy Commissioner, how many 
instances, do you recall where telephone equipment 
was changed from one location to another, apparently 
by those engaged in illegal betting? 

A. I only know of those places at ‘'.indsor. There are 
quite a number there, 

Q. Do you know if any steps were taken by 
the Bell Telephone Company to prosecute? 

&#, No; I never heard of any person being prosecuted. 

@. You know of the provision in the Criminal 
Code where a heavy penalty is provided for anybody 
interfering with equipment of that type? 

S198, BLL. 

Q. And the 3ell Telephone Company to your 
knowlecge, did not take steps to prosecute those 
instances? 


A. No. 
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MR. JANES: That would indicate that they 
were not losing anything, that they had taken a 
deposit to cover those telephones, 

MR. GRUMMETT: “hat -is that? 

MR. JANIS: That would indicate they were not 
losing anything, but they had taken a deposit to 


cover those telephones, and to cover their losses. 


BY MR. JOLLIFFE: 
Q. They recovered all the equipment, I 
Suppose , 


A. Yes. 


BY /iR. HOUCK: 

QW. Staff Inspector Tomlinson told us that in 
Vindsor you found four Detroit telephones -- I think 
it was the Cherry exchange; were they removed? 

A. That was before the December raid, sir, I do not 
know anything about that. 

Q. Then, Mr. Deputy Commissioner, you feel that 
the telephone anc telegraph is absolutely the cancer 
of the whole book-making operation? 

A. Together with the radio, and the Daily Turf & 
Sporting News, and the racing entries, the selections, 
post times, and the results; they all help to give 


business to the book-makers, and it is a means for 
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the unlawful patrons to get their information con- 
concerning what horse they want to bet on, 

In connection with radio; there is another 
thing, gentlemen, Iwill point out -- that we have 
seized radios with racing information coming in, 
during the time of our searches, These have been 


confiscated. 


BY MR. JOLLIFFE: 

Q. There probably will be more of that. 
A. If the radio can be used as well for an unlawful 
purpose -- for a legitimate reason as well as an 
unlawful reason. 

Q. I suppose there are hundreds of what we 
have called “ham" operators in the province of 
Qntario, that is to say, amateur radio fans, who 


operate their own transmitting equipment? 


BY WR. JANES: 

Q. They have to get a license? 
A. Yes, they do, from the Board of Transport Commis-~- 
sioners. 

Q. We have one up at home? 
A. Yes. And the racing information would be coming 


from a legitimate station, 
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we lir. Deputy Commissioner, do you know where 
this racing sheet gets its information now? The 
Canadian National Telegraphs stated they had defini- 
tely cut their line off. Apparently they are getting 
their information from some place. 
A. I do not know. I believe Staff Inspector 


Tomlinson has an idea, 


BY THE ACTING CHAIRMAN: 
we It wouldbe teletype, if it was not tele- 
graph? 


A, 268, 


BY Mik. JOLLIFFE: 

WY. I was interested in your remark about the 
duty of the Bell Telephone Company to enquire into 
the use of the telephones and I am very sympathetic 
to your point of view, but you see the difficulty 
is, Mr. Deputy Commissioner, that enquiry implies 
the right to withhold the service if the Bell Tele- 
phone Company was not satisfied it was to be used 
for a legitimate purpose. That is almost like a 
trial and conviction by the Bell Telephone Company. 

I am sure you will agree we do not want any 
private company trying anyone and finding them guilty 


of an offence against the Criminal Code. That only 
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should be done by a court and not by a private 
company. 

A. Well, sir, the police do not at any time make a 
nuisance of themselves or interfere with the rights 
of the citizens. Sometimes an inexperienced officer 
will make a little mistake, but after a man gets the 
experience, he knows the rights of others and he does 
not make a nuisance of himself, 

He is not going to report on e decent citizen, 
or any person, unless that person is violating the 
law. If the person is violating the law, every means 
is taken to put that person out of commission -- I am 
speaking now in connection witn disozrcerly houses 
--and if the telephone is the means of a continuation 
of that offence, in the interest of crime prevention, 
surely we should have some means of getting the co- 
operation of the Bell Telephone Company, and if not 
within the law, then with some sort of legislation, so 
as the public purse will not be spent needlessly. It 
costs money for police to be making observations and 
continually searching. If you go into a place under 
suspicion every day, that place will discontinue 
while you are in there. 

Q. Yes, that is right, but Ivas not thinking 


so much of the police when I made my remark. There 
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is the danger of swinging from one extreme to the 
other. I think you are entitled to expect from the 
Bell Telephone Company the samefo-operation you are 
entitled to expect from any law-abiding citizen. But 
you do not want the Bell Telephone Company to con- 
stitute itself the judge as to whether or not the 
people are using the telephones for an unlawful 
purpose. That would lead to all sorts of diffi- 
culties, 

For example, supposing a malicious gossip 
reported to the Bell Telephone Company that the lady 
who lives next door has many visitors and she thinks 
she is operating a bawdy house. If she is operating 
a bawdy house, that is something which should be 
decided in court, and not by the Bell Telephone 


Company. 


(Page 1693 follows) 
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If the Bell Telephone was to act on reports of 
that kind, or its own Suspicions, they would be denying 
justice to that women in a way that would be quite in- 
consistent with our system of justice. 

A. I point this out to you, Sir, that under the Liquor 
Control Act, if a peace officer diligently tries to put 
a bootlegger out of commission and the bootlescer out- 
wits the policeman through his manner of operation, 
after the officer has done his utmost, he can submit 

a report to the Liquor Control Board and all the 
privileges of that person can be cancelled if the Board 
sees fit, Why not do the same thing in another way in 


connection with the telephones? 


MR. JOLLIFFE: I think there is quite a diff- 
erence between a license granted by the Liquor License 
Board, and a telephone gets as a matter of right; he 
is entitled to get it without discrimination, and he 
does not need a license to get it. I think there is 


a real distinction there. 


BY MR. GRUMMETT: 

Q. In putting the bootlegger out of business, 
Deputy-Commissioner, after there has been a conviction, 
you can ask the Magistrate to declare the premises 
a public place? 
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Q.. That puts the premises out of business? 
Ra Lee 

Q. Well, after a conviction, for using a tele- 
phone for conducting @ common gaming house, the Bell 
Telephone Company will remove the tele phone which is 
on a par with the action taken in connection with boot- 
legging. I think that is about as far as you can go, 
You cannot make the Bell Telephone Company pass judg- 
ment on each and every subscriber. 
A. It would appear that there is special legislation 
in the Criminal Code, under Section 641, sub-section 4, 
for the Bell Telephone Company. 

Q. You mean -- 
A. So that we cannot seize the telephones, if we find 
an offence being committed where the telephone is used. 

MR. JANES: Mr. Munnoch definitely stated he 


wrote that amendment, 


MR. JOLLIFFE: It is perfectly obvious it was 


passed at the request of the Bell Telephone Company. 


BY TH ACTING CHATRIIAN: 

Q. dune 15th, 1951, which reads as follows: 
"Hon. Dana Porter 
"Chairman, Ontario Legislative Crimes Committee 


MSir: 








hee shal sot as 





ino 


>, 


pee ee 


Part edi oh seth wil oe Is J 




























a) san at mF ne thse sie 2 Sty : a ae ‘02 a ae 
ae } cy i fat , ib og e at 
| he to "ae “Wy Latte. st iy cc vidios aia: 4 
ob pa ete: te sad ‘ v ya ee ; a J ; 
y ap = Wied i WK as ‘eh ae 1 eed oeleaea ats, 
ray batt a , Vil : iRise 
Teese 2) an 2 ani 
va) ante t “pies ade i “Age 708 om ‘cake sth sib aatee 
a : &, 40% te ie weeed ee ea 1. 
taegees: veeotcofal 
2 - on es’ 
| iniiaceam sae uae ieee 
k 1: e a se A } i : re } ak ba S 
hil? oe Meise i boi ane pre 9 gy red stig dhitt 0 Os” mi J 
fe Ce ee cee 
Clg 4: Baie ” A 
ME SOS as ecg ie Dad | vm wi ‘ad beet tino andar’ serio ta 
A iy a ne Ea Lore “9 oie ae 
oo Hosete “od Sb ooiaeaBe Se tinea id? . 


a 
i 


ive) a hat ie ete pried 


; ity me 5 ; : ca . j ru 7 4 i I be 


“le 













‘ aes: ee + ny me Re 5 Say oN 
ao ’ ty he eS 
me SAW FS AeOLy ioe ee 4 rete 
Pi fai" owe Wosle: dye in 
Lai’ ; % 
NS ps : : f 
ne ; TR REELS ise pier as 
! ty 
ee 
ee . 
& ives se 
‘ a x ed 
: 270 L169) Be 
ia } 
ig 
. ae | 
FO Ret a 
f ry! © a eal fel 


Mors tot des! tia 


1695 Doyle 


2 I wish to advise you, please, that Mr. 
Hawley, Public Relations Officer of the Canadian 
National Telegraph Company, advised me by tele- 
phone this morning that the local unequipped 
telegraph circuits, formerly in operation in the 


city of Windsor, had been out since Feb.leth,1951" 


That is signed by Staff Inspector Tomlinson, 
in charge of the anti-gambling branch, Ontario Provincial 


Police, 


MWR. JOLLIFFE: I supiose that means discone 
tinued? 

THE ACTING CHATRWAN: Yes, 

HAHIBIT NO, 96 

Memorandum, Tomlinson to 
Chairman, June 15th,1951 
as presented by the Acting 
Chairman. 

BY MR. HOUCK: 

Q. We have had a lot concerning the Bell 
Telephone Company not co-operating with the police, 
What have you to say about that? 

A. In part, they have co-operated. 

Q. dust in part? 

A. Yes. I mentioned yestegtay that in March, when 


we executed a search order at the A.P.Jones Co,, I 
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went to the Bell Telephone Company and they sent over 
two linesmen., That was about 5,15 in the afternoon, 
and the linesmen told me it would take a half a day to 
disconiuect the switchboard, and there were twenty-six 
lines, and one ordinzry line which went from Hamilton 
to Fort Erie, and which served ten bdook-makers between 
Hamilton and Fort Erie, St. Catherines, Merritton, 
Thorold, the Township of Crowland, and ftour telephones 
in Fort Erie. 

I thought I was doing them a favour, and I said 
"If your day's work is through, it will be quite all 
right to come back in the morning", They went out and 
we went back the next day, and the Bell Telephone 
Company's men never showed up, and I called the Bell 
Telephone office, again, but no person came, So we had 
to hire electricians to assist us in disconnecting the 
service. 

At anpyther time, I would say vas in connection 
with the Royal York Road. I feel that by leaving the 
equipment in Royal York Road, when they discontinued 
the service, it was just for a purpose, They felt 
that no doubt the proprietor of the place vould appaal 
but I cannot help but think that if the service had been 
taken out at that time, it would have never gone back 


in again, 
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BY MR. GRULMETT: 

Q. Mr. Deputy Commissioner, from your remarks 
I gather you feel that the use of the telephone being 
continued, the person committing the offence makes it 
much more difficult in the enforcement of the law and 
order if, when making a raid, you could have the telephone 
removed which would assist you, whether or not that 
person is prosecuted or whether or not there is a 
conviction? That is your attitude? 

A. We would not take the telephone out unless we had 
grounds for a prosecution, We never did. If we entered 
@ premises and thereafter decided not to prosecute, we 
never disturbed the telephone. But if there was 
sufficient evidence to prosecute and we had a bona fide 
case, we took the telephone. 

Qe In some cases, you did take out the 
telephones, and later on no prosecution resulted; is 
that not a fact? 

A. I donot recall any that I have handled. 

Q. Would it be of any assistance to the police 
if some sort of hearing could be held, in some court, 
where the police can produce evidence to the effect 
that a person using the tolephone is undoubtedly engaged 
in betting, but the evidence is not strong enough for 
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A. A conviction? 

Q.- -- yes, for a conviction, and the whole 
question would not be on the guilt or innocence of the 
accused, but whether or not it would be good policy to 
have his telephone removed? Would that be of any 
assistance? 


A. Yes, it would. 


MR. DOJNER: That vould be a very dangerous 


thing to do, It would establish a dangerous precedent. 


MR. GRUMMETT: I admit that. 


BY THH ACTING CHAIRMAN : 

Q. You actually think to suppress this, the 
desire is to have more co-operation on the part of the 
Bell Telephone Company? 


A. Yes-Siz, 


BY MR. GRUM ETT: 

Q. The denying of the use of the telephors 
would serve notice on the gamblers, whether you have 
sufficient evidence to convict or not? 


A. (No audible answer). 


BY MR. HOUCK: 
Q@. i notice that in all the tracks, since they 


started last spring, the betting is up over last year. 
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Is that an indication that book-making is on the 

down grade? 

A, No, I would not say that. I think that is accounted 
for by the good times, 

In connection with this betting business, there 
are a lot of people who go to Au race tracks and place 
a small bet, which differs from those who place big 
bets off the track. I know one race horse owner who 
told me at Fort Zrie that all the big bets were placed 


before he came to the track. 


BY MR. JANES: 

Q. Do you know of any book-maker operating in 
Toronto at the present time? 
A. In connection with -- 

Q. iI mean having a big set-up? 
A. I do not know of any Dig set-up, no. Not the kind 
which used to operate. Law enforcement in connection 
with vice has improved, the energetic work of the 
policemen has caused the open betting houses to dis- 
continue, but betting still goes on. 

As near as we can tell, the situation is 
much better. There is nothing open down there at 
the present time, but it is the same thing in other 
parts of the province. 


Prior to 1942, as I mentioned yesterday, we 
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had these big places in the suburban area operated in 
a big way, such as the Combine Club in Btobicoke Town- 
ship, which would hold possibly seven or eight hundred 
patrons, They had a great patronage. They had a big 
parking place behind which would accommodate hundreds 
of cars and they had a "phoney" front; there were only 
two doors, as I recall, at the back. (Indicating) Here 
are pictures of the premises. This (indicating) is the 


parking lot, but all of these places are sone, 


BY MR. JANES: 
Q. That would indicate that the betting is on 
a smaller scale? 
A. No. I would say not, Sir. With the increase of 
population. Of course, during the early days of the 
anti-gambling branch, many men were in the armed 
services and I would say there is just as much betting 
going on, only it is not done openly. 
EXHIBIT NO. 97, 
Photographs of Combine 
Club as Identified by the 
Witness Doyle. 
THS “ITNESS: May I come back again to the 
telephones? Many bettors would use the telephone, 
and possibly they would have established credit with 


a book-maker, and just settle up from time to time. 
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To give you an example. I was at the track some 
time ago and this man showed me a cheque. I was on 
duty at that time at the Hamilton Race Track, and this 
gentleman asked me if I had a minute to spare, and he 
took a cheque out of his pocket made payable to a cer- 
tain man we always suspected as being a book-maker, but 
who always denied that he was and the cheque was for 
$5,000. and some odd dollars, and he explained to me 
that the cheque was for bets he placed with this book- 
maker, and he was going to recover that money because 
the book-meker had"welched", he went through with it, 
and he got judgment against the book-maker, 

That is an explanation of how the betting was 
done. This man would telephone to this partiaular book- 
maker and place his bets, and from time to time, he 
would issue a cheque, 

Q. There are none of those big places operating, 
it would indicate there are more book-makers operating 
in a small way? Would that be the indication? 

A. No, I would not say there were more book-makcrs,. I 
think the book-mekers are being suppressed, but I 
believe there is almost as much illegal betting going 
on. 

BY MR. HOUCK: 


Q. iI would like to know your opinion of the 
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legalizing of book-makers. I think it would be a mistake 
ryself to license book-making. I do not advocate it, 

but I think it might possibly cut down book-making, 

while the Ontario tracks were running, that is, if the 
tracks were agreeable, for the tracks themselves to have 
branches at particular places in the province. It could 
be arranged to have a direct line from the branch to the 
track, and possibly closing off bettine some minutes 


before the race, 


BY MR. JOLLIFLSE: 

Q.- What do you think of the suggestion that 
these wires to the race tracks should be closed down? 
A. I think they should be cancelled, myself, if it 
was possible. 

Q. You think that would make it more difficult 
for the illegal bookies? 

A. You will have to go the whole way. Half-way does 
not mean anything. 

Even if the wire service was discontinued, 
your radio, or the Racing Form, the daily entries in the 
newspapers and the results and selections, and so on -- 
you would still have those difficulties if the border 
states continued to permit the publications, some person 
would soon get into the business of having a few popers 


flown over and copies would be made in particular centres 
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and you would have the same thing. 


BY MR. GRUMMETT: 

Q. Even if the wires were discontinued from 
the tracks would there not be other means of getting 
at the information, such as signals or walkic-talkies 
or something of that nature, 
A. They did that here in the city a year ago. Accord- 
ing to the track officials, there is not sup osed to 
be anything given out from the tracks, The tracks, as 
far as the public is concerned, have no access to the 
telephones, I know from a conversation I had with a 
certain truck official that in the olden days, down at 
the Woodbine, they were doing the very same thing there. 
They would pick out a vantage point, and see the boards, 
and they would get the particulars from the boards, 
and pass them on in that way. 

Q. By means of signals? 
A. By means of signals, yes. 

Q. If would be equal to spying? 


A, Xae, 


BY WR. JANES: 
Q. if it was known that they could go to Court 
for an illegal business -- 


A. Anything over $40, 
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Q. Even if it was illegal, he could still go 
to Court and collect it? 


A. In connection with gaming, yes. 


BY MR. HOUCK: 

Q. How do you receive most of your complaints 
conceming the book-makers? 
A. We get some complaints from the wives of men who 
frequent book-makers. Much of the work, Mr. Houck, is 
done through detection, The members of our anti- 
gamlbing branch have contacts who go here and there 
and make investigations, and finally they have their 
results. 

We have had many complaints from women who 
possibly have had difficulty in running their homes 
through their menfolk spending their pay checks in 
connection with placing bets, and perhaps in o¢ i cases 
frequenting Cisorderly houses where gaming houses are 
being conducted, 

Q. s think Mr. Munnoch yesterday used the 
expression that you refeived most of your complaints 
from people who have "chips on their shoulders"? 


Ay That ie not so, Sir, 
MR. JOLLIFFE: He said “axe to grind", 


THE WITNESS: No, that is not so, 
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BY MR. HOUCK: 

Q. But the wives of these fellows are com- 
plaining that the men are spending their money in the 
book-makers? 

A. Instead of turning the money into the home and 
looking after the family. 

BY MR. DO JNER: 

Q. Mr. Deputy Commissioner, are you conversant 
with the situation in the State of Michigan? 

A. RO, Gir, Lem not. 
do 

Q. What/they do to control betting? 

A. No. I have just been over there a few times. I do 


not know what they do. 


BY MR. HOUCK: 

Q. Is there any set-up of which you know, from 
Buffalo to Fort Erie? 
A. There was a set-up in Buffalo. After about the 10th 
of May, 1942, the Racing News Service came in from 
Buffalo and from Buffalo it was re-transmitted to A.B. 
Jones at Hamilton and from A.B.Jones to the Royal York 
Road. There were many calls every afternoon from A.B. 
Jones to Royal York Road, and from Buffalo to A.B.Jones, 

Q. And Fort Erie was getting some of those 
calls? 


A. During the early days of the anti-gambling branch, 
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the racing news came into Buffalo from Hamilton, then I 
think it went back from Hamilton on this one-way Bell 
Telephone line, to St. Catherines, Merritton, Thorold, 
the Township of Crowland, Welland and Fort Erie. 

BY MR. JANES: 

Q. You say that line was discontinued? 


A. Yes, that line was discontinued, 


BY THE ACTING CHATHUAN: 

Q. Do you want to continue, Mr, Deputy Com- 
missioner? 

A. I also believe it would be in the interest of good 

law enforcement, if we had legislation to prohibit the 

slot machines, that is, the free-way slot machines, the 
race horse machines, the pinball machines, in Ontario, 

something similar to the Slot Machines Act. 

It means that a majority of these devices are 
used for an unlawful purpose, and it means that members 
of the force have to spend time in getting the evidence 
in connection with the illegal operations. 

In those cases, the operators, if they suspect 
that a person playing the machines is a peace officer, 
they will not pay off. But with their usual customers, 
whom they know, they play these devices, especially on 


the free-play slot machines, It is like the one-armed 







Wefan 
ae Be ia nes 
(Leet yev-e0g 678 


ME PLO TOT - eee odd Bate sented 8 oF ; 























| 
Lott tree ae ba BEST tee. 8, he: | 
Cee. a 2 
‘; Pe i 
ae 
iy | Chit nb Sneoadt maa a eat teat yee gt a 
Ses See ieee, oe ‘asi entt peer ‘iat pr 
ane le ras ae ate ee eae , ne ; 
= aT 0 DuTTOA. sa 
Kit } tua x «tui. 


x re tas at odds sak parrecit ts opetiod eile ce Ray 


Bea. 





ony ,voutdaar ee Ln septa seat at dots ; saosin oe 


a0 ak fe sate seme s tolabrredd, gomtteas, neil: aes 
 VOk EeP enous saga. at as ait ha ssiivason a | 
eee 


aon byah Sa eek ibaitunivrny oh. Seg fem or fae a 
| Neeee ra e. a 
rola) 'é 


(edn oct Sadd Bee a eacpoamueal ie ye Le an dt Apa 





Giunblnd csi ike te ae can = of ayaa pont adh 





a : ey Sethe tere] oases ae ae pee | fal 
frevexs vac TR: cadena onl en pods al ui 
, | ; ; : j ee eis! Ain fo ng a rt 


Pata Yitapoetes 2 sabe ae vaste . 


y bemrre-sito HAY eek od th 


vane 


e 


1707 : Doyle 


bandit, . there are no property rights in them; they 
are on the same principle as that type of device. 

I also feel that Section 641 should be amended 
to provide ‘that whom you find a betting house in operation, 
and you run into thet situation, ° you can ask for the 
confiscation of any moneys you sieze. The same with 
Section 236, Lotteries, and Disposal of Merchandise by 
Chance, 

I also feel - - some thought should be given to 
carnicals operating in this province. Most of their 
games are unlawful and they dispose of merchandise by 
chance, 

BY MR. HOUCK: 

Q. Are you referring to carnivals which are 
operated by men who make a practice of going around to 
different plaées in the province, or to the service 
clubs? 

A. Whe way we make our deduction to this service clubs 
business is, it is just a cover-up for them to operate, 
They have a short season and many of the operators of 
these carnivals believe “ the police should be tolerant. 
I can't see where a policeman can be tolerant for three 
months of the year and then do his duty for nine months 

in the year. I think a policeman should be one hundred 


per cent all the year around, 
(Page 1710 follows) 
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I think these carnivals should certainly ;looked 
after. 

Q. They get a license? 

A. Yes, The members of the anti-gambling squad have 

had quite a number of conmictions. They have a particular 
game, the "*rolldown" game, which is very vicious, and 

a person playing it can loose a lot of money in a short 
time. 

Then we find they have men who accompany the 
carnivals who urge the public on to participate in these 
games, It is our duty to protect the public. I am 
simply mentioning that at this time. Staff Inspector 
Tomlinson, no doubt, could give you more information as 
to what transpired, than I, in connection with carnivals. 

Q.- You are referring solely to the big-time 
operators, not the local service clubs, which conduct 
a carnival for itself? 
A. No, I am referring to the carnivals which move from 


place to place, 


BY MR. GRUM ETT: 

Q. And they perhaps ask to be sponsored by 
some service club in a town? 
hes Nea. 

Q. The sponsorship being intended to induce 


the police to be a little more tolerant? 
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ae SES. 
Q. And overlook the breaches of the law? 


eet) AOGs 


BY MR. JANES: 

Q. That would cover the fall fairs also? 
A. Under the provisions of the Code, Section 236, at 
the fall fairs, they can dispose of merchandise by chance, 
whereas, in any other place, they could be prosecuted. 

Q. Those operating the fairs can tell the 
Provincial Police to look them over, and any place they 
think should be closed up, to close it. 


A. Yes. That worked very well. 


BY MR. HOUCK: 

Q. What about the sale of these lottery tickets 
in the province? 
A, That is hard to detect. ‘We get a complaint occasion- 
ally and we investigate. We had one big lottery a few 
years ago from Niagara Falls. I will not mention the 
man's name -- 

Q. You are not referring to me? 
aoe On no, 

He conducted a fake lottery and we spent two 
sOlid months -- every member of the anti-gm bling branch -- 


investigating that lottery from Brockville to Jindsor, 
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and north to North Bay and Fort William. Mr. Magone, 
prosecuted and the owner was convicted and sentenced 
%o the refommatory for two years less one day. 

Q.- Mr. Deputy Commissioner, in order to suppress 
vhese gambling operations about which we have been 
Salling, you have to have the whole-hearted co-operation 
of tne citizens at large? 

A, Yhnat is correct. Whether or not we can educate the 
citizens to assist the police, is another thing. 

I think, myself, very strict enforcement of the 
Law and of the provisions which apply pretty well to 


meny other lines, get the co-operation of the citizens. 


BY MR. CRUMMETT: 

Q- Coming back to the pin-ball or slot machines, 
problem 4, you believe they should be banned the same 
as the ordinarv one-armed bandit or slot machine? 
A. Yes, 

Q. In that they serve no useful purpose? 
“A. That is right. And there is a temptation to the 
youngsters to squander their money. We know where you 
uave the free-vlay slot machines,it is for no other 
purpose than gambling, 

Q. They serve no useful purpose in a community. 


f 


A, No, Sir. 
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BY MR. HOUCK: 

Q. Are there many pin-ball machines operating 
in the province? 
A. There are quite a few. 

Q.. I mean pay-offs? 
A. No. You have to get an operator who has the pin- 
ball machine to pay off, and they will not pay off un- 


less they are reasonably sure you are not a policeman. 


BY MR. GRUMMETT: 
Q.- You think that so far as establishing branches 
in a town where betting would be licensed, you would 


cut down the illegal book-making. 
MR, DOWNER; While the races are on, 


THE “'ITNESS: While the races are on in the 
province? I just mentioned them in connection with the 
race tracks. 

I believe that so far as any betting being done 
in connection with legal tracks, it might cut down book- 
making, but I would point out to you gentlemen, that in 
a majority of cases, the police execute search orders 
to find evidence and we have found that a majority of 
the bets are made -on horses at the American tracks, 


whether it be in the summer, autumn, winter or spring. 
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Q. Then if you did extend that privilege, you 
would have to make it an all~-year-round practice, to 
have branches which would permit betting by pari mutuel 
methods on races being conducted in the United States. 
A. No, I did not have that in mind. I was only thinking 
of the Ontario tracks, 

Then you would have possibly a wide-spread 
gambling or betting if you opened up branches everywhere 
in the province all year around. 

Q. it would increase tremendously the amownt 
of money bet on races, in that those who will not now 
go to a bookie, would be inclined to drop in and bet in 
the legalized machine, 

A. That is correct. 

Q. And it would also become an evil just as 
great as book-making betting is to-day? 
A, Yes, 

BY MR. DOJNER: 

Q. You say that the more facilities provide 
less co-operation from the general public because they 
would be educated that it was a legal thing to bet? 


a Yee’, Sir. 


MR. JANES: I was very much interested in your 


statement, Mr. Deputy Commissioner, that even when our 
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own race tracks were operating, a greater proportion 
of the betting was still done on the American tracks. 


THE JITNESS: That is, the unlawful betting? 


BY MR. JANES: 

Q. In that case, they have formed the habit 
of betting through the winter, when our tracks are not 
operating, ~erheps due to the fact that the wins are 
larger - they make more money. 
A. And there is a larger selection of horses and races, 
These men who are bettors will perhaps follow certain 
horses which are running at different tracks. Of course, 
there are more tracks operating in the United States 
than there are up here. 

Q. There are larger purses and better horses? 
A. Yes, 

Q. Probably it is just a habit to bet in the 
off season, which is continued on some tracks? 


A. That may be. 


BY MR. HOUCK: 

Q. I think that legalized gambling would be 
taking a backward step as far as our present generation 
is concerned, 


A, J agreo with you, Sir, 


MR. JANES: No doubt about that. 
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BY MR. HOUCK: 

Q. Do you-have any complaints, Mr. Deputy 
Commissioner, of what they call a "boat race" at the 
“race tracks, where a race is fixed to perhaps help out 
a fellow who has not been very successful and may have 
difficulty in meeting his feed bill? 

A. No, When I was on the race tracks, I never heard 


of anything like that. 


BY MR. DOWNER: 

Q. Do you have any complaints about the bookies 
which are run at these harness meets, during the surmer? 
A. Under the provisions of the Criminal Code, they can 
bet betwe:n themselves. At one track, I think it was 
at New Hamburg, they operated just the same as at the 
running tracks. They had the pari mutuels there. 

Q- But most of them are just in the smaller 
places, and they just use the books? It is open betting 
to anyone who Wants to go in, I was wondering if you 
had any complaints at all along that line. 


A. No, we never got any complaints. 


BY THt saCTING CHATRiAN; 
Q. They usually dperate under some charter? 


A. That is right. 


THE ACTING CHATRMAN: Shall we adjourn for five 
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minutes? 


MR. JOLLIFFZ: Yes, I think so. 
---whereupon a short recess was had, 


---upon resuming. 


BY THE ACTING CHAT HUAN; 
Q. Mr. Deputy Commissioner, have you any more 
evidence to place before the Committee? 


A. No, I do not think so, 
---the Witness retired, 


MR. GRUMMETT: I think the Secretary (Mr.Vickers) 
wants to know something about filing the report in the 
Bossin case. The question is whether we should file 
this co ,y we have had left with us by Mr. Munnoch which 
was prepared by the Bell Telephone Company, or whether 
we should file the copy which Mr, Porter brought in, 
which I believe would be a more official copy. I think 


one should be filed. 


MR. JOLLIFFE: I think it should be the official 


one;.it has the reporters’ name on it. 


EXHIBIT NO. 93 

A transcript in Bossin case 
before Board of Trensport Com- 
missioners, produced by Counsel 
for the Bell Telephone Co. 
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and filed through the 
courtesy of the Committee 
Chairman. 


(Pace 1719 follows) 
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HAROLD GORDON YOUNG 





---a Witness previously heard, now recalled, and 
who, having been already sworn, continues his testimony 
as follows: 

BY THE ACTING CHAIRMAN: 

Q. I believe you have some matters you would 
like to bring before the Committee. 


A. Yes, I have the Tariff filed February, 1949, effec- 


tive March, 1949, 


BY MR. JOLLIPIE: 
Q. Is that the first Tariff? 
A. Yes. I think perhaps the best thing to do is just 
to read it. I can describe it, although I have not 
actually used one. 
The Trariff reads as followz:- 
"A. General 
1. Voice recording equipment is apparatus for 
recording speech or other sounds, for 
subsequent reproduction. Such equipment 
may be provided by subscribers and used 
in connection with the facilities of the 
Company when connected thereto as spec- 
ified in this Tariff, subject to the 


conditions therein. 
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Regulations 


1.Voice recording equipment may be connected to 


the facilities of the Company only through 
recorder connector equipment. The latter con- 
tains a device automatically producing a 
distinctive re@order tone that is repaated at 
intervals of approximately fifteen seconds when 
the voice recording equipment is in use, except 
that in the case of full period private line 
telephone service, recorder connector equipment 
which does not contain the automatic tone device 


may be used at the subscribers option, 


2. Permanent connection of yoice recording equip- 


ment is to be made only through recorder connector 
equipment provided, installed and maintained by 


the Company. 


Temporary connection of voice recording equipment 
for a period not to exceed 30 days may be made 
for a trial or demonstration purposes through 
portable recorder connector equipment provided 
by a recorder manufacturer or his agent, sub- 
ject to the condition that such recorder 
connector equipment is obtained from and main- 


tained by the Company and is connected with 
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the telephone line through one or more jacks 
installed on the line by the Company for that 


purpose. 


4, Recorder connector equipment is not installed 
in connection with public and semi-public 


telephone service. 


5. The voice recording equipment is to be so 
arranged that at the will of the user it can be 
physically connected to and disconnected from 
the facilities of the Company, or switched on 


and off. 


6. The operating characteristics of the yoice 
recording equipment must be such as not to 
interfere with any services of the Company, 
Upon notice from the Company that such equip- 
ment is causing or is likely to cause hazard 
or interference, the subscriber is to arrange 
for such changes as are necessary to remove 
or prevent such hazard or interference. 

7. The Company may interrupt the connection at any 
time in order to protect any of its services 
because of departure from the foregoing 


requirements, 


8, The subscriber shall indemnify and save the 
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Company harmless against claims for libel, 
Slander or infringement of copyright arising 
from the improper use of material transmitted 
over its facilities and recorded; against 

claims for infringement of patents arising 

from combining with, or using in connection 
with, facilities of the Company, apparatus or 
systcms of the subscriber; and against all other 
claims arising out of any act or omission of 

the subscriber in connection with facilities 


provided by the Company." 


As I say, that is effective March 13th, 1949, 
and the rate for recorder equipment is $2,50 per month. 
HXHTRTT NO.98 
General Tariff, Bell Tele- 
phone Company of Canada, 
re Voice Recording Equipment 


as produced and identified 
by the Witness Young. 


Here is a picture (indicating) of what the 
recorder equipment look like. It is there on the side 
of the desk (indicating). 

I shall be very pleased to file the Tariff and 
the photograph. 

EXHIBIT NO, 99 
Photograph of Recorder Equip- 


ment Identified by the Witness 
Young. 
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When that is installed in an office, and you 
call me, I would hear “beep, beep, beep" every fifteen 
seconds. That is a notification that re@ording is taking 


place. 


BY MR. GRUMMETT: 

Q. That is only providing there has been no 
alteration or interference with the mechanism, Mr. Young? 
@, i168, Sir, 

Q- It would be quite possible to cut out the 
warning signal? 

A. No. The recorder is connected there with a recorder 
connector, and if you cut it out, you cannot record. 

I presume we will find some peopletmonlecying" 
with it, but I do not think they can do that, and we not 


find out, 


BY MR. HOUCK: 
Q.. Are there many beings used? 
A. I understand there are about twenty in Toronto. 


There are not many around the rest of the country. 


BY MR. JOLLIFYE: 

Q- The equipment is your equipment? 
A. The recorder connector only. The dictaphone people 
sell the apparatus and to demonstrate it, they get a 


portable recorder connector from us, and if they want to 
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demonstrate the equipment in your office, they bring 
this in, and they can carry it around with them, and we 
are asked to install and check it, and sec thatit is 
connected, which we do. 
Q. Does the Bell Telephone Company make the 
installation or does the dictaphone company? 
A. We make the connection of the recorder connector, 
Q. Suppose the dictaphone is connected without 
the recorder connector? 
A. That would be an infringement of our service, and 
if we found such a thing, we would promptly disconnect. 
Q. Have you found such? 
A. No, I have not, 
Q. There were installations made, were there 
not -- 
A. Yes. We had to defend it prior to that Tariff. 
There may be some now, I do not know of any personally. 
We are interested in having the subscriber called 
notified that it is being recorded, and we were able 
to maintain that position. 
Q. That is the interesting point about it; 
the other party on the line should be put on notice 
that he is being recorded? 
A, Yes, 


Q.- From the public's point of view, that is 
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an interesting point? 
A. Yes, 
Q. I do not see anything in the record that 
it is recording a telephone conversation. 
A. No, but I think you will agree that from that 
installation (indicating) you will have the knowledge. 
“.e were having to chase these people who make these 
recordinzs all the time, for awhile. They were very 
anxious to sell them. We dealt with them, still trying 
to sell them one of these recorder connectors.. I do 
not think now, that we are doing that. They were taken 
to court in the States, 
Q. You took some of them to court? 
A. Across the line they were taken to court and it 
was threshed out there, 
Q. I suppose a number of different manufacturers 
are interested in this? 
hae YOR; 
Q. Apart from the device which is connected 
with the telephone itself, it is possible * 
to record a telephone conversation without 
any physical connection? 


A. That is possible, yes. The only alternative is 
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where we find any such device, is to take some action 
to see that they do not use it. That is very hard to 


do, 


BY MR. HOUCK: 

Q. Mr. Munnoch said that in the States where 
they are listed in the telephone directories, there is 
a star opposite the name? 

A. On that point, I don't know. I think we would be 

in there, if that was the case, But even they do not 

use it all the time. It would only be on occasion, I 
never heard of that, and we make up the connectors, 

Q. And the cost of these recorder connectors 
is only $2.50 per month? 

A. Yes, 


Q. That is apart from the dictaphone equipment? 


Q. Do you happen to know in what year this 
process was initiated? 
A. I would take a guess that it was about 1946 or 
1947, that it became active, I have no specific 
knowledge of when it started. 

Q. There is no legislation on it? 
A. Not that I know of, no. 


Q. Except -- of course, your Tariff is approved 
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by the Board, I suppose? 


A, That is right. 


BY MR. HOUCK: 
Q. Is that used in radio stations? 

A, Yes. I think some radio stations have that. I 
have heard recordings broadcast, where the "beep" 
Signal was in it. This fellow who reports the sports 
in the mornings had it at the Leaf's training camp 
down south and he made a broadcast which was recorded 
and it had the "beep" signal in it, so the radio 
station must have had a recorder, I have heard that 


several times. 


BY MR. DO JNER: 

Q. One not familiar with that, would not know 
what the signal meant? 
A. No. There would be some publicity on it. I would 
think the first time you get a call where you hear 
the "beep", you would ask about it, and you would get 
to knowing about it in that way. 

I do not know how effective an advertisement 
on the part of our Company, to inform the public, would 
be. It would have to be concise and short. 

BY MR. JANES: 


Q. That recording machine is the same as we use 
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in this building for dictating? 
A. Yes, 

Q. it is the same machine? 
A. I think it is a little later model - a little 
different. As a matter of fact, I have not used one 
of these, and I cannot speak as to how they work. 

The Bell Telephone system has developed one 

to see if they can make an improvement on it. I tried 


it, but I did not like it very much -- the present model. 


BY MR. DOVNER: 

Q. Has the Bell Telephone Company a leased 
wire or circuit to the Racing Form in Toronto? 
A. I think we have, It is the British United Press 
which goes to all the newspapers in Ontario and Quebec, 
and the radio stations, and I am pretty sure it goes 
to the Racing Form. 

Q. You have no wire direct from the United 
States to the Racing Form? 
&. No; the British United Press - I think their home 


office is in New York. 


BY MR. JOLLIFFE: 
Q. Yes, the U.P. sports wire is in the United 
States, 


A. This is the British United Press. 






u 7 ie, 
























| fenidoom ense adda Pah, o 
eletes gos febom tétat efdtLt 2 af +t Aaigt i eg 


mt ” 


_ a0 be ee Fon ‘wad t toa to sotten 8 ah? ‘onoxetntb | 


. anor qari? tod od a8 aeege, tonnes T Sas Seats 7 
- i 
bce bo sarees bat metaye snorigoie® ie edt 


¥ 


hetat <x tt fo Pacwiavestnd as ori neo ‘yout + 80a. oF 


hon ¢avean? Bid + sown vroy tt outs ton bib I dud. bt 
-jexvaon <a 4 
Loagef' & wre qnad saodgsied [lek edt sa «2 
e 
| Sottero? ok mxot gakost oi? 0% tiveals x0 Pr 
Bante wankets date bee egtit al a ~ ovat oi atta 7 ak 
Fi 0 ‘ z 


,cadaug bas Orne oo mt edeyaewen ‘edi fls\at ee0g ions 


eacs ot wrue yhtevg me D bas ,edofsete-olber yeti 


etaet: gatoah ec alhe 


bowl air eit moxt paper serie op syst “yey 0 ae 


eoreae gatoah etd ‘oe me 


» toe 


cood thodd Aakdd T= eaeet Aon “sett: Ae ion ae 
Pp ¥ haa are “ ee at Ls 8 — 


' 
2 AS b Sart 
‘ ae & , fe - e- 
5 , ay Oe) Bee a ee % “ 
: i ; en Fs tk vt 
- : a 7 Mm i 






booted ade fit ai oxiw ‘eine 


; Sues car 
ok eS > ae 


‘t) 
ia | wie oa 


sik oy _ 
Toe 


7 


L729 Young 
head 
Q. The British United BPase pORLLGe is in 
Montreal? 


J. OteS. 


BY MR. DO JNER: 

Q. You are not aware of where they have in- 
stallations, where they can send out from the Racing 
Form, information such as we have heard about here? 

A. I presume they can transmit on that British United 


Press wire. Other than that, I do not know, 


BY MR, JOLLITFE: 

Q. It does occur to me, Mr. Young - you may 
not be able to tell us - that there is information in 
the Racing Form - very full information - which must 


have come by wire, 
MR. DOJNER: Somehow or other. 


MR. JOLLIF?TE: Yes. It is a good deal more 
complete than that which would be carried by the 


United Press Sports wire? 


(Page 1730 follows) 
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A. I think they can carry very full information. The 
paper has entries, and so forth, in it, Sten ack avee 
that wires 

@. I think the Racing Form must have a 


special wire. 


iR. DOU.NER: I think so. 


BY IR. JOLLIFFE: 

Q. I am quite familiar with the news service 
wire, and it would not be as complete as what the 
Racing Form has. 

A. I have no knowledge myself of what is carried in 
it. 

Q. We are told it is not a Canadian National 
Vire; it may not be a Bell Telephone Company wire; 


it may be a Canadian Pacific “ire, as far as we know. 


BY MR. DOVNER: 

we What about the American Telephone and 
Telegraph? 
A. That would be ours... 

MR. JOLLIFFiui: The A. T. & T. would be hooked 


up with the Bell, 


BY link. DOCNER: 


We Have they a lease? 
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A. They serve the British United Press, and we connect 
with them. 
MR. JOLLIFFE: My guess is -- and it is only 
a guess -- that the Racing Form has a wire connected 
with the facilities of the other Racing Form offices 
of which there are a number in the United States. 
luRe DO.NLR: They are all in one group with 
branches in the United States, Canada and Mexico. 
MR. JOLLIFFE: My expectation would be they 
carry their own service and they rent the wires 
from some wire company . 


THE ‘ITNESS: They do not rent it from us. 


BY MR. JOLLIFFE: 

Q. And the Canadian National says it is not 
theirs? 
A. I think it must be the C.P. The Provincial Police 
gave us some information on the Racing Form quite 
recently, but the only thing we had was "Racing Form". 

STAFF INSPECTOR TOMLINSON: I know they have 
a telegraph wire, but I have never beenable to check 
on it. I would like to know more about it. 

MR. DOUNER: I think it would be a good idea, 
since the Racing Form seems to control the whole 
picture and be the key and as they area big outfit, 


I would like to suggest we subpoena the kacing Form 
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people, ane have them dee iene. 

MR. JaNbo: I think we should. 

lik. JOLLIFFE: I would like an explanation of 
the statement which appears on their ey ig Ot Ay up ME 
Newspaper of the Canadian Racing Commission", which 
I very much doubt. 

bik. LONER: I would like to move we sub- 
poena the puslishers of the Canadian Racing Form in 
Canada. 

MR. GRUMMETT: I second that motion. 

(t.otion carried unanimously) 

THE aCTING CHATRiuAN: |.e will have them here 
at the July sittings, if at all possible. low, I 


understand that iir. Young is in somewhat of a hurry-- 


BY MR. GRUM.OTT: 

Q. ‘e have heard mention by all of the police 
officers, I believe, of telephones being changed 
around, I am at a loss to understand how these tele- 
phones can be changed from one premises to another 
without the Bell Telephone Company being aware of it 
and taking steps to prevent it. 

I know with the small private companies, if 
anybody interferes with their equipment, there is 


trouble with someone, and they take steps to see it 
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does not occur again. 

Vuring all of the evidence of the police 
officers, we have heard evidence of telephones trans- 
ferred from place to place. ‘.ould your maintenance 
men with your company know nothing whatsoever about 
the changes? 

A. The first time we would know about it would be 
when there was some reason to visit the equipment -- 
a trouble call, or something. JI have no doubt when 
we are called because there is trouble » when we 


Bet there, everything is where it should be. 


BY iR. JANES: 

ye You heard Deputy Commuissioner Doyle speak 
about the suggestion that the Bell Telephone Company 
took a deporit from Howard Kerr for telephones. Do 
you know anything about that? 
A. ‘.e take deposits where we think the credit informa- 
tion warrants them. ‘e take deposits from people whose 
credit we do not know, until we do know it. But only 


to the extent that the service occurs. 


BY WR. GRUiLETT: 


Q. Now, Mr. Young, previously 


you introcuced some forms. One was a form of appli- 


cation, It is avery general form, and nothing is 
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said about the type of business in which the subscriber 
is going to engage, but in chécking over the evidence 
given before the Board of Transport Commissioners in 
the Bossin case, I find that this form of contract is 
very much nore elaborate than the one in general use. 
“hy was that done in the Bossin case? 


A. Because we knew that Bossin had been charged. 


e 


We. You prepared a special form for Bossin? 


A. Yes. 

Q. In the three contracts? 
H#, Yes. 

BY iiR. HOUCK: 

«- Do you do that with every book-maker? 
A. Yes. 


BY WR. JOLLIFFE: | 

GQ. The only question which arises is this; 
do you not think it would be better if the normal 
application cards, of which you have filed a speci- 
men, contained a statement by the apolicant that the 
telephone is to be used for a lawful purpose? 

If you recall the wording of that card, it 
is purely formal wording, it just applies or the 
service, and that is about all fore into it. 


\what I have in mind is, it would not be asking 
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very much, if your formal application forms could 
contain a statement by the applicant as to the 
nature of his business? 
A. There is room on there to put it on. 
Q. The nature of his business, and that 
the telephone is to be used for lawful purposes? 
A. \’e would not want to ask that of every citizen. 
W®. ‘ell, it is not asking very much. 
THE ACTING CHAIRMAN: Any law-abiding citizen 
would not question that. 
wR. JANES: You might have a clause in there, 
that if he does not use it for lawful purposes, you 
can take it out. 
MR. JOLLIFFL: This says: 
"The under-signed requests the Bell Telephone 
Company of Canada to furnish, subject at all 
times to lawful rates and regulations as 
approved by the Board of Transport Commis- 
sioners for Canada, and as on file at the 
Company's business office, telephone service 
and equipment as detailed herein, and as may 
be ordered from time to time either orally 
or in writing, and agrees to pay all toll 
and other charges in accordance with said 


rates and regulations." 
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BY WiR. JANES: 

Q. Is there not a clause there which states 
it is to be used for lawful business? 
A. No. But anybody we know who has been convicted 


or charged -- 


BY WR. JOLLIFFE: 

ye The other clause is a special clause? 
A. Yes. 

Q. ‘hich the ordinary applicant is not called 
upon to sign’ 


A, That is right. 


BY lik. JANES: 

Ye I thought there was a clause there that 
he had to answer and say it was to be used fora 
"legal business"? 

A, No, not in the ordinary contract. 

Q. Not in the ordinary contract? 

A. No. I have not seen the application form of many 
other companies, but I have seen some, and they are 


very Similar. 


BY iuR. JOLLIFFE: 
Q. I have no doubt they are very similar. 


One thing which occurs to me, mur. Young, is that 


for the protection of your own company you might 
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desire a clause of that sort, because if the informa- 
tion turned out to be false, you could terminate the 
contract. 
A. I think we could do that with this wording on 
(indicating). This says: 
“Subject at all times to lawful rates and 
regulations as approved by the Board of 
Transport Commissioners for Canada." 
. But they have nothing to do with the 
Criminal Code? All the applicant is agreeing to do 
there is to comply with what might be called the 
"laws of your company"? 
A. Yes. 
w. They are not agreeing to observe the 
provisions of the Criminal Code. 


THE ACTING CHalIW.AN: Not at all. 


BY VR. JANES: 

. How long was Kerr in business down there? 
You must have held his deposit for quite a long time. 
A. I do not know, i:r. Janes, how long he was there. 

Mit. JaNES: Have you any idea how long he 
was in business, Inspector Tomlinson? 

STAFF INSPECTOR TOMLINSON: No, I do not know. 


I can remember back four or five years ago. 
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BY MR. JANES: 
Q@. Wsually he establishes his credit in 


that time and asks that the deposit be returned to 


him? 
A, Oh, no. 
iuR, JOLLIFFE: He was running a big account. 
THE ACTING CHAIRMAN: It was an ordinary 
business. 


MR. JANaS: I have tried to follow that line 
of reasoning, and I put it up to Mr. iiunnoch, and he 
stated they did not establish credit. 

THE '.ITNESS: They do. It all depends on 
the conditions. If we do not know mything about 
him, and he is going to get a lot of equipment, we 
will do that. However, there are very few of those. 
I do not believe there would be one half of one 
Seeoant of our subscribers who would be called upon 


for a deposit. 


BY TiR. JANES: 

(ie I do not suppose that one half of one 
percent of your subscribers are book~-makers? 
A. It is’ not book-makers only. 

Q. I cannot understand any company putting 


this equipment in for a complete stranger -- as this 
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man evidently was -- without some credit arrangements. 
hie, luunnoch has told me twice there was no deposit 
asked for. 

THE ‘SITNESS: I do not think there was a 


deposit from Kerr. I do not remember seeing it. 


BY MR. JaNES: 

J. Deputy Commissioner Doyle sugzested there 
was. 

A. I do not think we had 4 deposit from him. 

W. You seem to be quite happy about allowing 
the telephones to go, and taking no action to protect 
the telephones. 

A. I do not understand that4uestion. 

. There were a number of telephones dis- 
appeared, according to Deputy Commissioner Doyle's 
evidence, and he said, as far as he knew, the Bell 
Telephone Company made no effort to revover the 
telephones. 

A. I would not say that. \e do make every effort to 
recover them, but how will we find them? If we 
find them, we take the service out. 

TH. ACTING CHAIRMAN: I think we will 

adjourn now until two o'clock, 


i. JOLLIFFE: Yes, that will be all 
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right. 
---The witness retired. 
---'hereupon, at 12.30 o'clock p.m., the further 


proceedings of this Committee adjourned until 
this afternoon at 2 of the clock. 
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Toronto, Ontario, 
Friday, Jurie 15, 1951, 
Ave SAGLOGk peti. 


---The further proceedings of this Committee reconvened 
pursuant to adjournment. 


~--All parties present. 


-e-came appearances as heretofore noted. 


TH: ACTING CHAIRMAN: Gentlemen, will you 
please come to order. 

I believe Commissioner Stringer has sone. 
thing he would like to bring before the Committee. 

COMiuISe IONGR STRINGZn: Yes, iur. Chairman. 

TH. ACTING CHaIRiiAN: ).e will be glad to hear 


you. 


WILLIAM HOLEBROOK STRINGER, 
Commissioner, Untario Provincial Police, a witness 
previously heard and now recalled who, having been 
already sworn, continues his testimony as follows: 
BY THe aCTING CHaLiMaN: 
we ill you proceed, Commissioner? 


A. ir, Chairman and gentlemen -- 
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MR. JANUS: You are starting off very nicely, 
anyway. 

THE \.iTNiss: There were some criticisms 
given by the counsel of the Bell Telephone Company 
to the effect that the Commissioner of Police of 
Ontario should not hold the office of Justice of the 
Peace -- or words to that effect. 

AS the matter deals with law enforcement, 

I think I should explain to you gentlemen what that 
position means, and wnat it entails. 

On the 6th day of September, 1939, I took 
the oath of allegiance and office before i.r. C. F. 
Bulmer, Clerk of the Executive Council, and at that 
time the Ontario Frovincial Police force functioned 
under the provisions of the Constables Act, K.S.O. 
1937, which reads similarly to what now appears in 
the Police’ Act, R.5.0. 1950. 

Section 39 of the Police act, 1950, reads as 
follows: 

"Unless otherwise provided by Order-in-Council, 

the Commissioner shall be ex officio a 

magistrate for the Province of Ontario, and 

shall have and may exercise and perform the 
sowers and duties of a magistrate, and may 


take informations and issue warrants or 
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summonses in any city, town, county, pro- 
visional county, or provisional judicial 
district, or other locality in Ontario, and 
may make the same returnable in the city, 
town, county, provisional county, provisional 
judicial district, or other locality in 
which the offence charged is alle; ed to have 
been committed. 
(2) The jurisdiction conferred by sub-section 
1 may be exercised by the Commissioner, not- 
withstanding that there is in the locality 
in which he acts, a magistrate who, under 
the t.agistrates'’ Act or any other Statute, 
has jurisdiction exclusive or otherwise." 
That is, I am not a Justice of the Peace, I am, as 


I say now, a magistrate. 


BY MR. JOLLIFFE: 

j. By statute? 
A. By statute, sir. That was an appointment by law, 
and passed through the Legislature of the Province 
of Ontario, and has been ine ffect for many years. 
The previous Commissioner had the same rank as myself, 
and I believe General Elliott held the same rank, to 


the best of my recollection. 
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Up to the present there has been no complaint. 

Now, you may say, "What do 1 do in connec- 
tion with that?" It is all pretty well set out in 
Sub-section 1 of Section 39: 

"And perform the powers and duties of a 

magistrate, and may take informations, and 

may issue warrants or summonses in any city, 
town, county, provisional county, or pro- 
visional judicial district or other locality 
in Untario." 

And so on, 

In the first place, I do not dispose of any 
Criminal cases or any offences under the Statutes of 
Ontario. But I do these things; I administer the 
oath of allegiance or office not to disclose the 
secrecy of the dealings with the operations of the 
radio equipment, to members of the Untario Provincial 
Police Force. 

Administration of the oath of office to spedal 
constables, appointed under Section 59 of the Police 
Act, 1950; for instance, such as those who may be 
selected by the Hydro Electric Power Commission, 
where they require special constables. That is done 
on written authority by the head of the Commission, 


or the head of the industries interested. 
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I wake informations and issue summonses re 
the Ontario Securities Commission. 

The backing of warrants to apprehend under 
the srovisiors of the sections of the Criminal Code, 
This is done on what we call "Form 8", taking the 
effidavit and service of summonses. 

Those are the general duties which I perforn, 
as a magistrate. Section 56 of the Police Act reads: 

"(1) The Commissioner, a county court judge, 

a district court judge or a magistrate, may, 

by written authority, appoint any person to 

act as special constable for such period, 

area and purpose as to him may seem expedient” 
and so on, That is the authority for swearing in 
special constables. 

Now, in addition to that, Devuty Commissioner 
i. T. Doyle and Deputy Commissioner A. Moss, of the 
Provincial Police Department, are Justices of the 
Peace. They have been appointed by Order-in-Council, 
and they oerform all the duties I have related, with 
the exception that they cannot sweer in special con- 
stables, because they have no authority, but they can 
swear in recruits to the Ontario Provincial Police, 
and they can take informations, issue orders for search, 


and issue warrants for arrest, and duties similar to 
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mine, through the province. That I think is for 
convenience purposes and for the betterment of law 
enforcement. 

For instance, at the present time, one of 
the deouties, Veputy Commissioner ilioss, is away on 
vacation, and is out in the -rovince of alberta, 
That leaves Deputy Comiissioner Voyle and myself to 
take over, but we can handle the traffic at the 
present time, and should one of us be taken ill, or 
die, there would be two at least remaining. 

Briefly, those are the duties I perform, 
and I would say, gentlemen, that the office of 
Justice of the Feace for these two men should be 
retained and there should be no change, as far as 
I am concerned. 

We are called out, sometiies in the middle 
of the night, to take informations, issue warrants 
to search, issue warrants of various types -- and 
summonses, too -- and we are only two glad to do 
aos Ve are doing it in the interests of justice. 
If these powers are taken away from us, it will put 
us on a very bad "spot", 

At no time has there been a complaint. 

The Se aes I have heard was from the 


counsel of. the Bell Telephone Company, and lao not 
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174.7 Stringer 
think he has very much to complain about, 


BY MR. JOLLIFFE: 

GW. liv. Commissioner, it has never been sug- 
gested you should sitas a magistrate at the trial 
of an accused? 

A. No, sir. I have sat on two international extra- 
dition cases, for the convenience of the Crown. One 
in the Eastern part of the province -- I believe it 
was at ‘inchester --and the other at Hamilton. That 
was soine years ago, but then I would act similarly 
toa magistrate sitting on a preliminary enquiry. 

The evidence was all taken in narrative form, and 
bound and sent to the British Consul, wherever the 
man was being held for extradition. 

QI think what you say about the other func- 
tions of a magistrate is perfectly correct, that you 
need these powers, and I also think it would be unwise 
to ask the Provincial rolice Commissioner to sit on 
trials of accused people. 

A, 1 agree with that, ur, Jolliffe. I do not want 
to. 

In addition, under the Fire liarshal's Act, 
we find the following: 


"(1) For the purpose of any inquiry or 
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investigation which it is his duty, or which 
he has the power to hold under this Act, the 
Fire Marshal shall have and may exercise all 
the powers which may be conferred upon a 
Commissioner appointed under the Public 
Enquiries Act. 
(5) (1) The Commissioner of Police for 
Ontario shall have and may exercise the 
powers conferred upon the Fire Marshal by 
this Act, or the regulations with respect to 
the investigation of the cause, orbgin and 
circumstances of fires." 
Since my appointment, I have not satat any enquiry 
under the fire Marshal's Act. 
The Counsel for the Bell Telephone Company 
did not tell this Committee -- at least I do not think 
he did -- that under the Royal Canadian ounted Police 
Act, Chapter 160 of the Revised Statutes of Canada as 
amended, Section 12 (1) reads: 
"The Commissioner or Deputy Commissioner 
Assistant Commissioner or Deputy Assistant 
Commissioner shall respectively have all 
the powers to Justices of the Peace under 
this or any Act in force in any province in 
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MR, JOLLIFFE: That gives them the authority 
of a magistrates 

THE ) ITNESS: Yes. This goes on: 

‘The superintendent and such other officers 

as the Governor-in-Council approves, shall 

be, ex officio Justices of the Peace," 
In some cases-- subject to correction -- I believe 
they sit in cases inthe far north where it is 
impossible to brin; in Magistrates to try these cases. 

MR. GRUMMETT: That is right. In the north- 
west territories, the Inspectors of the iounted 
Police preside as magistrates. 

THE .ITbESS: That is right. 

We have two district inspectors, who are 
justices of the peace, two outstanding men. One is 
C. F. Airey of Niagara Falls, and the other is 
District Inspector W. A. Scott, of Chatham, 

“uring the war crisis around the year 1942, 
inspector Airey was appointed, and it was about that 
time it was decided to strengthen the Liquor Control 
‘nforcement Branch, But since his appointment, I 
do not think he has issued any informations or 
summoonses, as far as I know. 

The same applies to Inspector Scott at 


Chatham. In 1945, as I recall the date, Inspector 
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Scott was stationed at “indsor, and then District 
Inspector Phil. ‘alters was brought into Toronto as 
Staff Inspector,, and held the position as Justice 
of the Peace, and following his transfer, Inspector 
scott was given the appointment. 

He has, on occasions, taken informations and 
issued summonses of a very minor nature. But I would 
say that these two appointments should not be disturbed. 
They might be very useful to us, particularly to the 
anti-gambling squad in that far end of the province. 


That is the law, gentlemen. 


BY Lik. JANES: 

we Could Inspector Scott act as a iiagistrate 
or justice of the peace, are the Provincial Police 
wanted to lay a charge? 
A. Yes, but he would not act. In cases of emergency 
only. Inspector Airey would not act either. He 
vould refer the case to a Justice of the Peace or 
magistrate in Niagara Falls, so I q@nnot see any objec- 
tion to those two police officers, and there has been 
no complaint for any of us holding that rank. 


Tik. HOUCK: I do not think those powers should 


be disturbed. 
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BY THs ACTING CHAIRMAN: 

Q. You are in a position to say whether 
they are necessary or not? 
Be Lede Sar.. Lid felt otherwise, I would say so, and 
say that they should be abolished. lUveryone is 
entitled to his opinion, but it seems to me we are 
trying to do a good job under difficult eircumstances 


sometimes -- 


BY iiR. HOUCK: 


. There has been no abuse of those powers? 


a 


A. No abuse at all. I would not sit as a magistrate 


at a trial. 


BY MR. GRUMMETT: 

@. Several remarks have been made by Mr. 
Munnoch, one, they were matters of opinion, and not 
complaints. He did not make any specific complaint, 
nor state any reason why he did not believe the 
Provincial Police Commissioner should be a magis- 
trate. He merely stated that he should not be, with- 
out elaborating or explaining the complaint he was 
making. 

A. That is right, Mr. Grummett. I think he gave that 


evidence. He said he was speaking in a private 


capacity, if I remember correctly. 
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Ww. Yes, that is in his brief. 
A. I do not know why I was being friticized. I am 
not too clear why. Because, after all, as far as the 
appointment is concerned, it has been approved by 
the Legislature years ago, and when the&ct was changed, 
it was put into the Police Act, from the Constables 
Act, and there it is. 

The ather appointments, of course, are by 
Order-in-Council, and their powers are quite limited. 
They cannot try cases. 

MR. GRUMMETT: I do not think the Committee 
will consider changing that, in any way. 


THE ACTING. CHAIRMAN: I would not think so. 


BY MR. HOUCK: 
Q. Under the powers of a magistrate, have 
you been asked to perform marriages? 


A, No, I would not want to start. 


BY MR. JANES: 

Q. I hag the idea that Mr. Munnoch was just 
making an a.tempt to get a "rise" out of the Commis- 
sioner? 

A. This is something I would like to mention, too. 
There are some other details about this. I have 


held inquiries under the regulations of the Police 
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Act dealing with disciplinary code offences, and it 
necessarily follows you must be either a Justice of 


the Peace or a magistrate, 


BY LR. JANES: 

Q. Vhat does that mean? 
A, Under oath -- an enquiry under oath. All witnesses 
testify under oath. We have the right to do that, 
under the Public Enquiries Act, as laid down in the 
Police Act. 

There were some comments made yesterday -- 

the 
I cannot recall the exact words-- by/counsel for the 
Bell Telephone Company that we were getting some of 
our information from people who had an "axe to grind". 
That is avery unfair statement to make to the people 
of Ontario -- most unfair. ‘eget our information in 
the most part from good citizens who want to see the 
law observed, and that is why they come forward and 
give us the necessary information, regardless of what 
the case might be. They are not coming to us with an 
axe in their hand, or anything like it. 
Ever since I have been commissioner -- and 

the commissioner before me -- I have received many 
complaints from mothers and wives in connection with 


their husbands or their sons losing money in gambling 
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"joints". Do you not think, gentlemen, they are 


entitled to make complaints? 


BY lik. DOWNER: 

wW. I do not see any reason why you should 
not take the complaints, even if they have an “axe to 
grind", 

A, They have legitimate complaints. 

MR. DOWNER: I think so. 

TH. ':ITN1SS: Hézte is an example. I do not 
propose to read the names or places in all fairness 
to the people concerned. 

This lady, some years ago, went to an office 
inthis building -- the Prime Minister's office -- 
with a serious complaint against one of the big 
gambling "joints" operating at that time in the 
Township of Etobicoke. ‘\e saw the woman. She reported 
that her son during a certain period of time took a 
large sum of money from his father's purse and lost it 
in this gambling den, 

The son apparently confessed to his parents 
what he had done and the mother went to the gambling 
house in an endeavour to see if she could not get some 
of that money back, and she needed it -- she was in 
dire need. 


According to her story she was met with abuse, 
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and told to "go to hell", that they did not ask her 
son to come there and gamble, and they were not going 
to pay ner a cent. 

That is the example of some complaints we 


have. 


BY MR. JOLLIFFE: 

we Did she give you the address? 
A, She did, and we obliterated it. That is an example 
of some complaints we have. It did not last very 
long after that. 

Q. In that case, the complaint led to its 
being closed down? 
A, Yes. That was the big feature of it. hat came in, 
in conjunction with other complaints pouring in at 
the same time, coming in from women with broken 
hearts and homes and the police took immediate action. 

I think it is quite unfair to say that we are 
getting our information from people who have “axes to 
grind", 

One of our vrimary moves in getting these 
gambling "joints" is by smart observations on the 
part of the gambling squad and intense investigations 
and seeing people -- the right-thinking people -- who 


can give us some information regarding the commission 
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of a crime, and that leads to a clean-up of a very 
undesirable situation, and I think Staff Inspector 
Tomlinson will agree with me that is the general 
procedure, 

STaFF INSP&CTOR TOMLINSON: Yes, sir. 

TH. \. ITNESS: The complaints come by telephone, 
and they come by letter, and they come by interviews. 


I think that covers that particular point. 


BY MR. HOUCK: 

. Do you consider your gambling squad is too 
small at the present time? 
A. No, I think they are sufficiently strong at the 
present time to take care of anything which might 
crop up. Ve have the squad here and we have a squad 
in Vindsor at the »resent time. They will remain there 
until such time as the situation in ‘indsor sufficiently 
clears up and the Board of Police Commissioners say to 
us, "le can get along fine, without you chaps", + .. 

Qe Which will be absorbed into the Provincial 
Gambling Squad? 
A. They all oompose our own men in Windsor. They 
are there primarily to assist the Windsor Police 
Department, until they are properly formed to take 


over. 
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At the same time, we cover Lambton County 
and Sent County and Essex County. So we Bae eist 
committed definitely to the municipality of \indsor. 

MR. JANES: In my opinion, any citizen who 
knows the law is being brokenand goes to you, is a 
much better citizen than the Bell Telephone Company 


which refuses to do that. 


BY MR. JOLLIFFE: 

We Can you quote Scripture on that? 
A. \hen they come and tell us of things, there is no 
reward handed out. 

iiR. JANES: And no Scripture quoted, either. 

THE \. ITNSSS: No. I have had many eee 
cases, where people have come to us, They are fine, 
decent people, outstanding citizens; they saw this 
thing Lappen, and they get the number of the equip- 
ment which struck the unfortunate victim, and the 


result is, we get action. 


BY MR. DOWNER: 
Q. That is the proper system? 


ha’ t would ‘think. Bo. 


BY THE ACTING CHATRiuaN: 
\. They were under a moral obligation, and they 


carried it out? 
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L758 Stringer 
4, That is. so, 


BY i.R. DONER: 
\.e They were acting under their own obliga- 
tions, as citizens? 


A, Acting in a morsl sense of right -- ethical conduct, 


BY MR. GRUMMOTT: 

Qe AS a matter of opinion, what would you 
think of the sgatement made by lir. luunnoch, who said, 
"Tf I am standing here and seea man being murdered 
Alongside of me, it is none of my business." 

A. I would not like to express to this Committee what 
I would like to say. 

“uR. DO NER: That might be considered to be 
covered by the old Scripture precept, "Am I my brother's 
keeper?" 

A, Mr, Downer, You are probably more familiar with 
that, than I am, 

Those were two observations I wished to 
make. One was the criticism of the Commissioner of 
Police holding the position of a Justice of the Peace. 
I do not hold that appointment. 

Also the action taken by my two deputies as 
Justices of the Peace, 


is that all, sir? 
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BY MR. JOLLIFFE: 

@. Have you any comment to make on Mr, 
Munnoch's argument that your search warrants do not 
go as far as they should? 

MR. JAN#O: He said they were illegal. 

MR. JOLLIFSL: Yes, he did, but he did not 
mention that, apparently, until on one occasion the 
Bell Telephone Company moved to quash a search warrant. 

I notice in Snow's Supplement, there is a 
wase -- 

MR. GRUMMETT: I have it here. Re Bell Tele- 
phone Company, 1947 Ontario ‘eekly Notes, 651, and 
4 C.R.162, There is the reference to where they were 
contesting a search warrant. 

THL 1 ITNESS: *.as that a city case? 

MR. JOLLIFFL: It might be. 

THE "ITNESS: I would not know. I never saw 
the warrant. 

MR. JOLLIFFE: The case cited in support of 
the proposition that the court should quash a warrant, 
which avpears to have been -- 

THE VITNiSs: I know this, about search warrants, 
when I was an inspector in the C.1I.B. we tried to be 
very accurate dealing with search warrants. During the 


conspiracy charges -- it must have been twenty years 
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ago -- of the film companies, we made many searches 
-- that is, the police did. 

I believe the late "Dick" Greer was counsel 
for the provincial government, and :ir. Humphries was 
deputy Attorney-General, and they worked together. 

ir. Greer took great pains to make sure that 
all of our search warrants were drawn up with the 
greatest of accuracy. 

I cannot recall the exact incident, but it 
seems tO me a search warrant came before the court in 
some way and was ruled out. I do not think it was one 
of ours. 

You cannot say that you have certain informa- 
tion, but for certain reasons you are unable to dis- 
close the identity of the person who gave you the 
information. So our information in the search warrants 
said, that he,"John Doe" did see the documents in the 
office of one of the film companies on acertain date. 
That was the besis. He knew they were there. Then 
the search warrant was executed and it was held to 
be a sound ruling, which could not be upset. You cannot 
ekate around it. 

MR. JOLLIFFi: Mr. Munnoch's argument, of 
course, was that the Bell Telephone Company records 


to which you had access as a result of search warrants, 
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are not evidence; that there is no evidence in them 
as to the commission of an offence. In other words, 
he did not use this term, but I suppose what he was 
driving at was that you used it for a sort of "fishing 
expedition", to get other evidence. 

I pointed out to him that the word used in 


the code is the word "afford", 


BY MR, JOLLIFFE: 

@. Have you any comments to make on his argu- 
ment? 
A. I think, if the applications the search warrants 
are properly drawn up, in accordance with instructions 
we have received for the drafting of those documents, 
that it is quite in order, 

MR. JOLLIFF: It might be worth while if I 
read that section to the Committee: 

"(a) anything upon or in respect of which 

any offence against this Act has been or is 

suspected to have been committed: 

(b) anything Which there is reasonable ground 

to believe will afford evidence as to the 

commission of any such offence; or 

(c) anything which there is reasonable ground 

to believe is intended to be used for the 


purpose of committing any offence against the 






} % re ; 
PTW 3b AD 
ah poet ae Ren As. 
Ath th eb es Mani 
Wg ew om Chany 
At Laniaeaan tiny , 


. aid A Ans me iid A 
tweak sy Sein. 








dws, He agmb ive on €8 bate ‘dasa feonon, 

























i 





4) ea ' i Whe ae 
Diy: chr ow raass a Leenaito, te Bie a odes tomas: ais Ot ee | 


F 2a oe dest gaoguug’ I aud Ted bide eau fou. ib ad ‘i 
qeide tk" to Jto2 8 401. vt HOEY MOY gae2 gy +3 yaivite 


Lat 


segnebive te ago 393° oF "a0 shes 
al 
4 . J . ae _ iret e ffi 
nt been brow art fea aes ot ‘duo pagitog I i ) rz 
* iT : _ 
bie: rus" brow sud ek eboo edt > =, 
‘ ue ye 


co 


ea Lio rk iL ¥ 


: 9UVUTS ALS 10 PUA OF SIARAMOD Vite BOY BV IR as? fh 


; } , mF, ; ey AG i 
j Ae 4 ~ 4 ~~ fe ¥ Pins wn a) ye 7 Le e 7 ri a 
ess ew Howes sult enolzsotinqgs sft Tf asks 2D aA * 
oitoss cen Ae SORELTONSS ALE ye IWSTO ear eye | 
. : . 
,etinemyoob sada To BALT ESI Sag not! Bey 1999" £ Sie 7 ew 
rab ACN cg me ae Bhs 
; [ A ‘, re oe “p. & ae 5 
as ding ais idee Gk OL ads ar 
} aU i i 4) hg "Ny 
I tL ofidw ddacow ed gain sh > SAE L400 oie (Pare 
. Rss Na Wd odoin: sie of vi 7. ie f a 
Legsu tmnod sone od nok toee ta aig bao ; 
fe SRT: ce, a beaten set Atay: 
ie a 2 
fe hry 2 - ? “ we Pe nd op as se a y 
Ce Coy 24 ) oho Wee eT) bog ba bw. C18 s ‘ f, ' 
; ed ise se eh Le ; | 





¢ . {- 





Ll 
nm f i pe . ay it 
ar nd wed Hen OO 225d Sen ee “48 sonette yas Res ee 
tre “he Pals x a ‘ : ahs , , ; 





4 PFs ; ae ue ne ans by 5 Hy 2 iF 7 
i , i budd Emo neod evan Gd borsaqave rer) ae 
i SOM ENTER ae Ve VCO OaT al ies ae ig. ad ee 
fink — 4 Pa, ’ 7 (oie 
bavots sidetosset gt deli dn tsb tie kit fe eo 
ewe Bean: Reet neh asia eget asl peak ty kere . Wire 
i me cee mee aged Navy a retiay , SRT ee = wae ¢ is ee M4) os a ‘ io. dl 7 


ST OF a8 Bgimed ive broths. Li kw ey Si hedims! §) aye) 


Ee ib Ok dee ; 
NOFA" ce ORES | Gale eet Maa mae aes Aish ge ee bie 


Lee gang aka’ Sete a 16 ao beet anni 








oat 10% ‘byei, /38., oy, hnebaada iN 
| ee 


at Jeppang, ooh uae ) $9. 





igh tay ane A 


1762 Stringer 


person for which the offender may be arrested 
without warrant;" 
I think that simply means that 

the search warrants will have to be very carefully 
drawn, but I do not believe myself Mr. l.unnoch's 
argument as to the Bell Telephone Company's records. 

THE WITNESS: Here (indicating) is a warrant 
for search and it says: 

"Being sought on the ground that it will afford 

evidence --" 
and so forth. That is the warrant we use. 

MR. JOLLIFFE: That is the point. 

THE .ITNiSS: Yes. 

MR. JOLLIFFE: I suppose it is argueable, but 
if it were strongly argueable, lr. Munnoch would have 
moved to quash one of these, recently. 

fHE VITNESS: S ometimes it does not take much 
to upset a warrant. JI remembersome years ago there 
was a warrant out for John L. ‘Viard, which appeared 
on the top part of the warrant, and further down it 
said,"John ™, Ward", There was a clerical error, and 
it was upset. 

tuk. JOLLIFFE: It is something like informations; 
they are often upset by reason of some error or mistake. 


THE | ITNESS: This type of information (indicating) 
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and search warrant is used continuously, and we find 
it very effective, and there is no contest on it at 
any time, that I know of. 

STsFF INSPECTOR TOMLINSON: There has not been, 
as far as I know, i.r. Commissioner. 

THE .ITNSSS: This (indicating) is an order 
for search, which the magistrate signs at the bottom. 

MR. JOLLIFFE: I think there is one in as an 
exhibit. 

MR. JANES: (Reading): "That you have reasonable 

grounds to believe --" 

THL “ITNLoS: In the firstflace, you know things 
are there. ‘So does the Bell Telephone Company. This 
(indicating) is the one issued under Section 235 of 
the Criminal Code. There are some changes there, which 


have been typed out. 


BY MR. JOLLIFFE: 

dg. Mr. Commissioner, you issue these orders to 
search under Section 641 or Section 629? 

641 -- Order to Search. The one I read was uhder 
as the one 

629. I think that was the same one/to which Mr. 
Munnoch referred. 

THE | ITNESS: The informations for search 


warrants are under Section 629. It is under the heading 


of "Documents", The other is 641, 
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THE CHATRMAN: That is right. 
fHE WITNESS: "Order to Search", 
BY DR. JOLLIFFs: 
ue Then, if yau issue them, under Section 641, 
Mr. Munnoch was addressing himself to the wrong 
Section. His argument was based on Section 629, 
I do not agree with his argument. Under 641 the 
wording is different -- it is even wider, I think. 
THE  ITNESS: 641 deals with betting-houses, 
as I understand it. 
MR. JOLLIFFE: Yes, and also disorderly houses, 
but under 641: 
"i--the Justice may, by order in writing, 
authorize the constable or other peace 
officer to enter and search any such house, 
room, or place, with such other constables 
or peace officers, as are deemed requisite 
by him, and such peace officer or peace 
officers may thereupon enter and search all 
parts of such house, room or place, and if 
necessary may use force for the purpose of 
effecting such entry--" 
Then they may make seizures, lir. iiunnoch was talking 
about the wrong section. 


THE ‘ ITNESS: Under the amendment, 9 (a) 
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"disorderly" means a "common betting-house, common 
gaming-house or comion bawdy house", That was a new 
amendment last year. 

MR. JOLLIFFE: The point is that Section 641 
refers to a disorderly house, and Section 629 is 
the general section, It is like looking for stolen 
goods, or other things of that nature. 

THE “-ITNZSS: I think, Mr. Jolliffe,some time 
back you requested information regarding the popu- 
lation of rural areas, and those of municipalities 
policed by us, under contract. I think that was 
your question. 

uk. JOLLIFFL: hat I was seeking was some 
break-down of the population, for which you are 
exclusively responsible. 

THL \ITNESS: Yes, recapitulating the various 
districts we police 1,274,673 people. 

i That is, exclusively? 
A. Entirely -- oh, yes; by our own men. 

Q. There are no municipal forces? 

A. No. +think the pwpulation of Ontario is around 
four and one half million. That includes, of 
course, contract jobs, too. 

Now, we have a break-down of the municipalities 


included in that amount, and we police 2,261,712 
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people with 182 men. 
@. That is, under contract? 
That 
A, Under contract, yes sir./ 4s included in the total 
figure at the bottom of the sheet, of course, the 
population is changing all the time. If we went at 
it az:ain, we would probably be out by two figures. 
Q@. And your strength now is about what? 
1100 men? 
A. Yes, on March 31, 1951, our total was 1102. It is 
a little better than that. Iam not just sure. 

Q. For the purpose of calculating ratios, is 
it the practice to include civil assistants? 
A. No, this is uniformed strength. 

Q@. I think Chief Chisholm said something about 
this calculating ratios of the police to the popula- 
tion, and that there is acwrtain general practice 
which I understood Chief Chisholm to say, usually 
included civil »eople? 

A, That may be. I am not too sure of what he said, 

Q. He said it was the usual practice to 
include the civilians. 

A.Then we have about one hundred and some odd 
Civilians, but we do not include those in our calcula- 
tions. 


@. Not with your uniformed strength, of course? 
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Ae No. 
Q. You have almost exactly one man to one 
thousand? 


4 


'e are not over-policed. 


A. Approximately, yes. Ve 
are just about right, although we have memoranda coming 
in occasionally from the district inspectors wanting 
more men, in ordér to keep the 24-hour service going. 
In the summer months, there is an emigration 
from Toronto to other centres, coming under our juris- 
diction, and we have to police them. The actual ratio 
is less than one in one thousand, because a good many 
of the provincial police are at a given hour of the day 


on duty in municipalities which have no police forces, 


or are on patrol on the highway. 


BY liR. JANLS: It is less than one to one 
thousand? 

luR. JOLLIFFE: Yes. 

I.R. JANES: Yes, it would be one to two thousand, 
because these men are of: duty at nights, and sleeping, 

And you have a couple of million tourists going 
in there for the summer? 
A. Yes, and a lot of those people come under our juris- 
diction, not in the cities particularly. JI do not know 
what the tourist influx would be in this summer, I am 


not sure. 
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BY uR. GRUMMETT: 

Q. In addition, the Provincial Police Officers 
are often called in to assist municipal police? 
A. Yes, we are doing that all the time for the purpose 
of good law administration -- and co-operation. 

MR. JANES: You would have one officer policing 


30,000 to 40,000 people who are on holidays. 


BY iiR. HOUCK: 

@. Referring back to the pay of the men; they 
are naid once 4 month’? 
ue YOS, 

Q. How do they live, the last week or two of 
that month? 

MR. JOLLIFFi: That is true, all though the 
service. 

THE 'ITNESS: It used to be twice a month, but 


for the purpose of economy, that was cut out. 


BY MR. HOUCK: 

~2« Do you have numerous complaints that they 
have a hard time getting along, the last week or so? 
A. Not personally, no. The question does come up now 
and again by some of the men that they would like it 
twice a month, but that entails a lot of work in the 


Treasury Department. It entails the writing of the 
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cheques, for instance. 
There is something I think was left undone. 
I believe iir. Jolliffe asked in connection with a 
memoranda dealing with the sale of ammunition -- 
MR. JANES: I was the one who asked for that. 
THE “.ITNESo: On May lOth last, Deputy Commis- 
Sioner Arthur iioss held a conference with Chief 
Inspector ‘ard, and the Registrar of Fire-Arms, lr. 
Boyd, regarding the mahher. They are here (indicating) 
dealing with the sale of ammunition, and with your 
permission, I will read this into the record. 
THL ACTING CHatRiuAN: Very well. 
THE i ITN 55: This is a memorandum dated 
May lOth, 1951, addressed to myself from Arthur Moss, 
Deputy Commissioner, re "Sale of Ammunition" and it 
says: 
"vith reference to our conversation in the 
marginal connection, I discussed this question 
at some length with Chief Inspector A. H.Ward, 
C.I.B., and Registrar of Firearms ‘|. H. Boyd, 
and they concur with me in making the following 
recommendations: 


SECTION 126(1) OF THE CxIWINAL CODE: 





The age of a minor under this section 


should be raised to at least sixteen 
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years of age. | 
In Ontario, licenses to use rifles and 
shot-guns in accordance with the provision 
of The Game and Fisheries Act are not 
issued to anyone under sixteen years of 
age. This, to my way of thinking, is 
young enough to allow anyone to go out 
with a firearm or air-gun. From discus- 
sions i nave heard at conventions of The 
Chief Constebles' association, i believe 
this is also the opinion of most of the 
Chief Constables throughout Canada." 
That has been underfiiscussion at nearly every convention 
in regard to having the age raised from fourteen years 
to sixteen years. 
This goes on: 
"REGULATION 1207 UNDER THE EXPLOSIVES aCT 
Having in mind that more people are killed 
and more damage is done with rifles of 
decimal twenty-two calibre than all other 
calibres together, I am firmly of the 
opinion that this regulation should be 
amended requiring eee to be kept of 
the sale of all safety cartridges of 


decimal twenty-two calibre and over 
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instead of decimal twenty-three calibre 
and over as at the present tiine. 
However, I also think that the book in 
which this record is kept at the source 
of retail sale should be signed by the 
purchaser alorgside the entry much the 
same as in the case of "The Poison Book" 
at a Drug Store. 

PERMITS TO PURCHASE 
This matter has been given considerable 
thought since our conversation in this 
connectionand the matter of meking it 
comv-ulsory to have a permit to purchase 
revolver ammunition seems to be a very 
drastic change and ldo not think, 
having regard to conditions throughout 
Canada, we would obtain the support 
necessary to make this work. 
I do, however, think and make the sug- 
gestion that legislation be made making 
it compulsory that; before any person 
(other than military or police authori- 
ties) be allowed to purchase ammunition 
Which could be used in a revolver or 


pistol, he be required to produce to 
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the vendor, at the time of the purchase, 
his registration certificate covering 
the ia of arevolver or pistol which 
would use the ammunition he wishes to 
purchase. 
As stated, the above isthe considered opinion 
of Chief Inspector Ward, Registrar of Firearms 


Boyd and myself." 


EXHIBIT NO.99: iuemorandum, Moss 


to Commissioner, lay 1lOth, 
1951 re sale of ammunition, 
as identified by the witness 
Stringer, 
That was given very careful consideration by 
these men, and this (indicating Exhibit 99) is the 


result of the deliberations, taking everything into 


consideration. 


BY luR. JANES: 

Q. That would help quite a bit if they had 
to show their permit. That (indicating Exhibit 99) just 
mentions ammunition which can be used in revolvers. 
A. And rifles of .22 calibre. 

Q. It does not mention Sten guns, or anything 
of that kind? 
A. No, sir. 

aR, JOLLIFF2: Well, a man would not have a 


Sten gun. 
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liR.e JANES: No, and he cannot get- any 
ammunition. | 

PHE VITNGSs: If he had a Sten gun, he would 
‘try to steal the ammunition. 

MR, JANES: There are lots of places where 
they sell guns, the Jew shops, and these pawn shops. 

liR, JOLLIFFE: I think this Committee will 
have to say something about that, that ammunition can 
only be sold for guns which can be owned. 

luk. JANIO: I do not see how they can justify 
the sale of ammunition for illegal guns. 

MR. JOLLIFFi: Or even having it in stock. 
A, If it is in stock, it is liable to be stolen. It 
is illegal to have a .45. If it is registered and in 
your possession, you can buy the ammunition for that 
at any ammunition store. The ammunition for a .45 
calibre automatic will function in a Rising machine 
Bun or a Thomson machine gun. 

uR. JANES; That is what makes it dangerous. 

THL “ITNESS: At the same time, the .45 calibre 
automatic pistol is a deadly weapon. As the memor- 
andum points out, there seem to be more deaths from 
rifles of .22 calibre. 


MR. JOLLIFFE: Of course, there are many more 


of them in use, 


THD WITNESS: Yes, and they cannot be held 
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liable if they have a .22 rifle without a permit. 
MR. JANES: I think air guns should be 
barred entirely. 
TH. '{TNiss: They are avery destructive gun. 
iiR. JAN'S: Yes, putting out eyes and things 
like that. ‘hen boys get to using those guns, they can 


do a lot of damage. 


BY wR. JOLLIFFE: 

we Commissioner Stringer, what is the dis- 
tinction between a safety cartridge and others? 
A. I think I have it defined here (indicating) in one 
of these records, as a cartridge entirely encased in 


brass. 


BY MR. JANES: 
5. A great amount of the ammunition now has 
brass jackets on them? 
A. 4 safety cartridge, under the =xplosives Act, 1946, 
the interpretation clause, means: 
"Cartridges for guns, rifles, pistols, re- 
volvers and other small arms, of which the 
case can be extracted from the small arm after 
firing, and which are so enclosed as to prevent 
any explosion in one cartridge being communi- 


cated to another cartridge." 
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1775 Stringer 
That is entirely encased in brass. 


BY MR. JOLLIFFE: 

Q. I suppose the sporting goods stores do 
not sell any other cartridges? 

A. No. 

Q. That is all they sell? 

A, That is all they sell, yes. There is no sale for 
anything else. 

Lik. JOLLIFru: For the information of the 
Committee, the case lI.r. Grummett pointed out in 1947, 
was by way of a motion before ur, Justice McRuer, 

Chief Justice of the High Court. It was an application 
by the Bell Telephone Company to quash a search warrant 
in respect of an alleged betting-house at 217 Church 
Street, Toronto, and iuir. luunnoch and dir. F. A. Burgess 
appeared for the Bell Telephone Company, iir, Common, 
K.C., and tir, F. 1... Fisher, K.C., for the magistrate. 
The warrant was quashed at the request of the Bell 
Telephone Company on technical grounds. 

bk. GRUuLTT: It did not set out the necessary 
information, that it "afforded" and so forth. The 
gustice in his remarks pointed out clearly that the 
warrant would have been oorrect, if it had been set 


out. That warrant was defective. 
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THE | ITNLSS: Yes, 


BY wR. JOLLIFFE: 
Q. It looks like a Toronto city case? 
4h. [think it was a city case. I do not think we had 
that. 
MR. JOLLIFFE: It has a very familiar ring, 
considering the evidence we have before us. It says: 
"The contents of asearch warrant are set 
out in the reasons for judgment. 
In a Statement of Facts agreed upon by 
counsel, it was stated that the police sus- 
pected that the premises in question at 217 
Church Street, in Toronto, were being used 
as a common betting-house, but that they 
were only what is known as the 'front end’, 
and that bets placed there were recorded by 
telephone with a ‘back end', the location 
of which was unknown to the police. 
The object of the search warrant was to 
enable police officers to trace telephone 
calls placed from 217 Church Street, and 
thus, by consulting the Telephone Company's 
records, to establish the location of the 


unknown premises. 


Year lisa 
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It was further stated that the information 
was to be obtained without removing the 
things mentioned in Paragraph (b) of the 
search warrant, and by merely watching them 
in operation, that there was no intention 
or desire on the part of the police to 'tap 
wires', or listen to telephone conversations, 
but only to tracet he calls as stated above." 
In that case, & lease, the Bell Telephone Company 
moved to quash the warrant. 
wk. JsWlo: "hat date was that? 
MWR. JOLLIFFE: May 29, 1947. 
biR. JaNbo: Apparently that has been going 
on for a long time. 
ik. JOLLIFFD: The break-down of population 
is going in as an exhibit? 
THE ~ ITN.55: You may have it, sir. 
EXHIBIT NO.100: Break-down of 
population policed by the 
QO.2.P. as identified by 
the witness Stringer. 
BY oR. JOLLIFFE: 
Je And I think we would like to have the 
other one regarding the contracts? 
A. Yes. 
Q. If you have a spare copy, may we have it? 
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LaHIBIT NO.10l Statement re 
Contracts with municipalities 
as identified by the witness 
Stringers 
THL .ITNiSS: I do not know, sir, but at a 
orevious hearing I covered quite a bit of territory. 
If there are any further questions, I would be only 
too ple:sed to unst.cr them. 
iR. JOLLIFFL: I would like to ask the 
Commissioner about something which we may have dis- 
cussed with Mr. sagone, but I do not think we did 


with the Commissioner, and that is with reference to 


capital punishment. 


BY WR. JOLLIFFE: 

we I do not think we asked you any questions 
about that? 

A. AS to whether I am in favour of it? 

Qe Iwonder if you would care to express an 
opinion, from your long experience as a police officer. 
A, To be quite frank, as the law now stands, dealing 
with capital punishment, I think it should stand, 
although Iinink tnere shouldbe acentral place of 
execution. 

W, For the province? 

A. Yes. Ina great many jails in Ontario, the walls 


are not high enough to conceal the condemned man, as 
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he ascends the scaffold, which is some thirteen feet 
from the surface of the ground. That .eans they have 
to put tarpaulins up around the walls. In one case 
I think they had cloth hanging up to conceal it from 
people passing by on the street, that is, what was 
about to take place. 

I think that type of system is out a ees 
and is most gruesome, although I still believe in 


Capital punishment, but it should he done at a central 


olace of execution. That is my opinion, sir. 


BY isk. GRUM.ETT: 

- In addition to that, do you not think it 
has a very bed effect on the residents of the smaller 
towns, in which the execution takes place, 

A. Yes, 

Q@. Under our present law, the execution must 
take place in the county seat? 
oe That is right, or the district seat. 

Q. 'here the trial takes place? 
ee g. 

we And quite often this county seat or 
district seat is a small town, and it creates a very 
bad effect on the residents? 
A. There is a lot of comment following an execution. 


I recollect one case I investigated with other officers, 


to 


sagatase , ore: 



























in 
i | 







fos) neegrrds ste Be, Hit ibtetiese #87 abaooee ot it 
Lee <3 ve : : f 7 ately ; 
prank vars anne sant bowers eae to. ost oy mont sad 


p30 em ak Liew only baworrs qu entluegser yg ot 

, sort ti taseaby ot gu ental dof beri wens, anid +3 7 

| ait oan ‘as Ragd Saeeete ed? no vd achaeed siqoae, " 
chert oat ey ot pan a 
. 7 
asad a wo at bie teva ho. ‘eqs ae 4atds J © 
aoe ; | uf aye! 00 Lite 1 tauorses A heehee decm @f puis ‘ae 
eae ot ae gh anid “(Saanida En, Isgiges | 


: 128, ,nmolatao, wm ef rst  noksveexe to s9ei¢ a 


F y ty . é kad eats > 
os a ‘ Ae ae 


STTSAKUne 2m. Ta : | 
t « 4 : : * i : 7 a 

Si wards g lay ob a tpt si noid ibe s al. 

5 : om ; i < < he . ts 7 


siisme off Io esnpssts cond no wees tS bad viIsy 8 2a6 


S ee en 3 NL i reuis we ; a: ; ; 
,selc so4e7 no ob nuoexe atid dobiw xd q2tmot 
429% ois y 


jeuin sottyoaxe eat wal Sr 9.2884 tu “tebatl oe J 


= 


tae yas eda ay ange Sed 


»her 43 obade bb ads 0) tage, ak oat one - 


7 


_ i 


: VOIRLEL ” ngatit Por ‘ode “ted 
’ d ; Me | iy eae Z E ae 5 ‘ 2 ; . r Es ; i 20 oh = ~*~ 
x | TO THOS, YoMIOD end asdto othup isk. al? fi we 

i less spb i 


Tio’ 8 sot re bas “rms ‘iéame 2 ak 2p 


‘be 


3 
ee e 
oe ae re: 


oe ¥ Yedasbisor ed 0 ae ptt Re 3% 


w <a * : +f : i a ‘es ie A Si 4 ay 
2 + Lt ee i ss Be 
tO SINE me é yatwostot an 






“+ = -) z 


nate rodit0 tw tesagioneys oF tata aee 


- \ y at a ‘ - i ve: ; Pa b 
eS, Gs 7 
; = ) 


1780 Stringer 


--a case of murder, by a man named Jackson, at rarry 
Sound. The condemned man was hung in that jail, ana 
it wes necessary to build up the tops of the walls all 
the way around, so it couldbe done without >eople 


lool-ing on from tne roadway. 


BY iiRk. JANLO: 

.. Did I not see in the paper the other 
day they had a hanging in London quite recently, and 
they got on top of the houses to see what was going 
on. 

. 4 think the syste. is ou. of date. it shouid be 


done at a central »olace,. 


BY lik. GRUMLETT: 

«« And another point, i.r. Commissioner; do 
you not think that it would be better to change our 
law so that the date of execution is not fixedby the 
judge as a definite date, but to say, "between such- 
end-such a date", about a week apart, that the execu- 
tion will take place. Therefore, there is not the 
tension on the part of the population, as there is 
when they know that an execution will take place at 
aporoximately an exact minute. They have not that 
tension, because it may occur on the very first day 


after the period set by the judge, or it may cecur 
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three or Your days later. 
A, There is something in that. 
). That is the British system. Do they 
not carry out fixed sentences in Britain, on that 
basis? 
A. I am not too sure of that. But that has some merit. 
In small pleces, the whole populace gets to talking 
about the >»roposed execution, which is going to take 
place on a certain date. 

WY. But even if we had a central place of 
execution, do you not think the suggestion has merit 
that the actual date is not fixed by the presiding 


mp 


Justice? he Justice would say "between such-and- 
such adate", leaving a period of three or four or 
rive days bstween? 
A. I do not know whether I should »roperly comment on 
what a judge might do in a capital case, sir, but it 
seems to me, if there is going to be a central place, 
preferably i*% should be in Kingston Penitentiary. I 
do not know whether that is a proper observation or 
not, because it might upset the inmates. 

4. [I think it should be at some place where 
there are no other prisoners? 


A, That might be the best way. It does affect the 


| inmates. 
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. And where the scaffold itself is a 
permanent fixture? 
A. Yes, because the hammering connected with the 
installation of the gallows is something the man can 
hear. 

we And the prisoner is nearly always within 
hearing of where the gallows are being e rected? 
a. Yes, that is right. J am more in favour of the 


electric chair. 


Mik. HOUCK: SO am I, 


BY MR, JOLLIFFL: 

i. LI understand there are six or eight 
American otates where they do not have capital punish- 
ment. 
A. That is right. I believe liichigan is one. 

we I think titchigan is one, and Rhode Island 
is another? 
A. I think so. 

we in your meetings with the American officers, 
Nave you :eard any comolaints? 
A. I have heard them say, “It is too bad we have not 
fot gapital punishment here" in connection with a case 
they were discussing. 
&e In connection with a particular case? 


v 


4. Yes, That has ha»vpened in Detroit, i.ichigan. If 
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they convict an accused man of murder, it simoly means 
life, and life in many cases means only fourteen years. 

W. I can understand it in that connection, 
but have they given you any evidence that there is any 
more of that sort of thing in hichigan or in khode 
Island, than there is in states like New York or 
Illinois. 
A. I have not heard it discussed. 

Q. Certainly the death penalty did not seem 
to be much of a deterrent? 
A. No. 

@. Even now, on the strength of the figures 
you gave us. 
A. They were Mr. Chisholm's figures, 

@. On the strength of the figures which Chief 
Chisholm gave us, they would have to have a hanging 
about every day, in Illinois? 
A. That is so. 


THE ACTING CHAIRMAN: And then some, 


BY MR. GRUMMETT: 

@-e Mr. Commissioner, what do you think about 
the question of the different degrees of murder? 
At the present time, we only have one degree of murder, 
and the punishment is death? 


A, tateis right. 





















Tegaings 


eo aes 


Sasem ete eh Fy aa 20 aie 


Me ee e fd ey ao iis 3 Pe $) fase; te Tai, eo anand” eo? Ry ee 20 E . hae ‘ BA th i Se 


Nm 


phan eames ane ane nessa ie i sai ie | 
ene eb orca ella ‘itibiv> Ys oy ‘fava, teers ae i 


abodi az 20 nae oti bie ins tee ae Faas 19! eat 





aos ay oa 
“50 ; ms eae at int: os ond yada ‘bastel i. 
ann a tm, shied: 
i 


shogagontt. ot buen don oven n: ai 

} 

mood sor DEL woladse idkob ody vigreteed me Aa to pay 
le ¢ ee inn 
aes Np ye20b * Ho, tou jebon” g 


aL ak Nie ake Or en 


Plots whee e" 1 
‘ Me = , ii 
I Sgisite aie 116 WO revi ois myCP a 


ae: i ‘ a : * n 
a ¢ . 


Bl Ben : qs: 


av 
Var 
be 
@ 
| hal 
9 


ce 3 3 ‘ikoniaded ‘a angi ae ve 


i 


oc. it yA 





F é = diese. ae if 
, ot pie “Spe ? - 
Shere) g.2vee Od" “Se si i acliow id ee oval fae 9, 
> bs Ph 


ROE 1 ae} fone | ne mph yreva sia 


F nae .08 a dat 
200R near Dad # fA aH ‘oat ae 


“te 





Pcie AES Se ey oie “pitta ie 


Penebtdte | gee iii vga Sia 


1784 Stringer 


we what is your opinion in regard to fixing 
degrees of murder, suchas first or second degree 
murder, and the punishment for second degree murder 
could be life imprisonment, or such sentence -- 
moderate sentence -- as the Justice might see fit to 
impose? 
“a, I would not like to answer that question, lir. 
Grummett, because it seems to me that is quite a 
legal question, as it aodplies to the Dominion of 
Canada, although it is carried out in the States of 
the Union below us -- or many states. 

Q. Do you not think, Mr. Commissioner, there 
are many murderers who are perhaps guilty of murder, 
but a sympathetic jury will return an acquittal, 
rather than convict? 


A. That has happened. 


BY MR. JOLLIFFE: And is it not increasing? 


TH. ACTILG CHATMAN: In too many cases. 


BY MR. GRUMMETT: 

i- lt is becoming very, very prevalent in 
Ontario to-day, and if we had a provision in our law 
whereby the degree of murder could be fixed, do you 
not think that punishment would be meted out ina 


greater number of cases? 
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A. It might be. That has merit, too. 

MR. JOLLIFFL: I do not think there is any 
doubt about that. Sometimes a trial results in an 
acquittal, where there should not be an acquittal. 

MR. JANES: That is quite true. 

THE ACTING CHAIRMAN: There is a wave of 
sympathy. 

MR. JANES: I think the last two murderers 
we had up in Lambton were acquitted. 

THLE V ITNLSs: Take the case of a woman who 
has been beaten up by her husband continually, and 
she is charged with murder, after she shoots him in 
one of those attacks. She might get off. 

MR. GRUMETT: And she nearly always does, 

THL ACTING CHalThu.aAN: Just a wave of public 
sympathy. 

MR. JOLLIFFL: If you want to consider culpa- 
bility, a woman in that situation is probably much 
less cubable than many of the motor manslaughter cases. 
A. Yes. Now, recalling cases of arson; that used to 
be punishable by life imprisonment. 

Section 511 of the Criminal Code, sub- 
section ‘1, reads: 

"Every one is guilty of the indictable offence 


of arson and liable to imprisonment for a 
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term not exceeding fifteen years who wil- 

fully sets fire to any building or structure, 

whether such building or structure is 

completed or not, or to any stack of veget- 

able produce or of mineral or vegetable 

fuel, or to any mine or well of oil or other 

combustible substance, or to any ship or 

vessel, whether completed or not, or to any 

timber or materials placed in any shipyard 

for building or repairing or fitting out 

any ship or to any of His hajesty's stores 

or munitions of war." 
Previously, that was life. -reviously to that, we 
found difficulty in getting convictions. For instance, 
a man might set fire to an old building with some straw 
in it, not worth very much, but, nevertheless, it was 
the crime of arson, and he did it maliciously, and you 
would have a very difficult time getting a penalty 
against that man, particularly when the jury might be 
informed that there was or could be a life sentence 
attached. 

The danger of that is less, when the penalty 
has a maximum of fifteen years. 

That is something along the line you were 


discussing, Mr. Grummett, about degrees of murder. 
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In the first place, the penalty was a little 
too severe on this. 

MR. GRUM.ETT: The penalty is still too 
severe in certain murder cases, for the nature of 
the crime. Under our law, the authorities have no 
option, but to lay a charge of murder. If we had 
degrees of murder, they could provide that the verdict 
could be brought in of either first or second degree 
murder. 


THE WITNESS: Yes. 


BY MR. GRUMUETT: 

we For instance, take the fact that we have 
had during the past two or three years a large number 
of youngsters shooting their fathers, and they would 
plead that the father was drunken and abusive, and 
they were acquitted. 

\\hereas no one is going to say that they do 
not deserve some punishment for having shot and taken 
a life. 

There was another incident I recall -- I do 
not know just how far back it went -- but it was in 
connection with dealing with theft from His isajesty's 
mails. 

MR. JOLLIFFE: The Code was amended and the 


penalty reduced. 
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THE }ITNESS: Yes. If a person stole a 
postal card of no particular value, he had to take 


the punishment. The magistrate had no other option. 


BY iiR. JOLLIFFE: 

Q. The point is, this penalty would have to 
correspond to some degree with public requirements or 
public opinion. There was a time about a century 
ago when cavital punishment would be imposed for all 
kinds of offences. Juries finally stopped convicting 
for stealing a horse, because they did not want to see 
a man hanged. 

A. The Newgate calendar is full of those crimes. 

MR. JANES: \.e have had three or four up in 
our country, and they were acquitted. I am not saying 
they should nave been acquitted; theywere both 
fighting, and one just got his knife in the right 
place. 

lik. JOLLIFFE: If the public gets the idea 
that it is all right for a boy to shoot his father 
every time the old man gets drunk, there will be 
all kinds of trouble. 

THE Y ITNESS: There is no doubt about that. 

MR. GRUMMETT: Especially when, in nearly 
every case, the boy is acquitted of a charge of 


murder. 
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THE ‘ ITNESS: Yes, and it also leaves the 
way open for the defence to be brought forward on 
that basis when it is fictitious, The crime may 
have been committed for some other reason altogether, 
but to save the boy's life, that defence can be 
brought forward, in the knowledge that he will be 
acquitted, if he can produce evidence that he com- 
mitted the crime for the protection of his mother, 
or some other member of the family. 

MR. JOLLIFFE: There is another type of 
offence, about which I would like to ask the Commis- 
sioner, and that is in regard to what is knownas 


"sex offences", 


BY MR. JOLLIFFE: 

YW Are you satisfied that the present 
method of dealing with sex offenders -- the method 
by which they are prosecuted for rape or indecent 
assault, or attempted rape, or whatever it may be, 
when, if convicted, they are sent to a place where 
they may associate with homosexuals, or all the other 
kinds of people? 

Have you given any thought in regard to 
any other method of handling this? 

A. I do not know of any other method which might 


apply to those offenders. 
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We. Do you not think the persistent offender 
should be isolated? . 

A. Yes, absolutely. 

Q. There is no provision for that in the 
Code. Once he is convicted of rape, then he may be 
out away for a long time. 

A. Oh, yes. The laws of certain states in the United 
States, notably California, are very strict on that 
type of offence. I have not the details here, but 
they go into it very thoroughly, and make tne punish- 
ment fit the crime. 

Q. The police officers tell me they have 
lists of people of that kind on record, usually for 
the purpose of going to them, when an offence is 
committed, and checking up on their activities? 

A. Yes. 

YW. It seems to me that is hardly good enough. 
However, you have no specific Suggestion to make? 

Aa thoy ser, ol have not. If T had, I would be only 
too glad to let you have it, 

Other than that, I agree with you that 
these rapists should be segregated from those who 
have committed other offences, 

Q@. What I wave in mind, iur. Commissioner, is 


they should not necessarily be imprisoned at all for the 
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offence every time, but they might be able to spend 
their time in a place which would prevent them from 
repeating it, as so many of them are doing, as you 
know? 
A, That is right. 

Q. Before I conclude, I would like to ask 
you something else; can you assure us that all of 
the activities of the »rovincial Yolice are covered 
in your report and the public accounts? 
A. 1. think so, sir. .That is, the entire force? 

Q. tf anybody would know, you would. 
A. Oh, yes. JI am sure they are all covered, sir. 

we Have you listed everybody inthe public 
accounts -- all members of the force? 
A. I am not too sure of that. I think so, as indi- 
viduals. They are all taken care of. 

Q. You have no constables on the force now, 
who are not mentioned? 
A. No, sir. 

iiR. JANLS: What is that leading up to? 

MR. DO NER: Yes, what is that leading; up to? 

THE “‘ITNESS: Ch, no, we have none of that 
now. That is all washed UD. 

Dealing with gaming just for a minute, I am 


not sure whether I answered the question or not, or 
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even if there was a question put to me. IJ do not 


know whether I made any observation on it or not. 


BY THE aCTING CHALHMAN: 
2. On what? 
A, The gambling situation. JI am opposed to any exten- 


sion of legal gambling. 


BY MR. DOLNLR: 

Q. Any sort of restrictions? 
4a. Yes. The State of Nevada in the United States has 
tried it for some time and I do not think it has 
proven a success. They have had to double their 
police forces at Reno on the ‘estern border near 
California, and at atown called Las Vegas, in the 
south-east corner. It is very understandable why. 
The influx of undesirables is heavy, and it is the 
gambling which draws these people. 

Then the relief they have to supply to 
people who go broke there is tremendous, and all the 
State of Nevada gets out of it, is a small license 
fee, compared to the large sums of money which are 


gambled inthat State, 


BY MR. GRUMMETT: 
we And also greater amounts have to be 


spent by the state on welfare? 
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A. Yes. Way I read a statement made by the Governor 
of Nevada to the effect that there is no wrong road 
to riches. The license fees they get out of it, are 
negligible. 

‘e do not want Ontario turned into a 


Nevada. le have better protection than that. 


BY MR. JOLLIFFE: 

we Is it not true tiey have a high crime rate? 
A. Yes. ‘hen they had to double their police forces, 
it is quite obvious why they had to do it. Under 
certain circumstances legal gambling is a step in the 


wrong direction, as far as this province is concerned, 


BY MR. VU.NER: 

ve 4S was Said this morning, they are 
educating them to gamble. 

A, That is right. Ramsay liacDonald, one of the great 
labour leaders in England, was entirely against the 
System, but we cannot compare what has happened in 


ingland with what is going on in this country, as the 


Conditions are so different. 


BY wR. JOLLIFFE: 
GQ. There has been a lot of talk, wr. 
Commissioner, avout the connection between politicians 


or law enforcement officers on the one hand, and the 
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gambling fraternity on the other in the United States. 
You do not have to give me any details, if you do not 
want to, but do you know, or have you any reason to 
suspect anything of that kind in the province of 
Ontario at the present time? 

A. No, sir, I have not. I think the province of 
Ontario to-day is clean from the law enforcement 
standpoint, and has been for some tine. 

Q. You have no grounds for suspecting? 

A. I have no Brounds to suspect anytning that is 
improper or illegal. 

Q. And if it did some to your attention, 
you Would take action on it? 

A. I certainly would. 

@. I am not speaking now of the present 
moment, but citizens have frequently said to me that 
they cannot understand how these open houses which 
have been referred to in the area iminediately to the 
west of Toronto, operated prior to 1942. 

A. I think I gave some evidence & the outset, at 

the first hearing, that the Chief of Police -- he 

is dead at the present time; Mr. IicConnell -- received 
instructions from the Reeve of the Township, not to 
take any action. 


THE ACTING CHATRI.AN: Youdid state that. 
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THE \.ITNESS: And it. was the policy of the 
covernnent for these munitipalities to stand on their 
own feet and enforce their own law, until they got to 
a point where we had to step in -- which we did -- 
and clean it up, 

QHE ACTING CHalkuiAN: I understand the present 
Reeve wanted to appear before this Committee and 
explain that he was not the Reeve at that time. 

THE: ITNESS: There was something in the 
paper following the presentation of my yearly report 
last year to the Legislature, and Jir, Jolliffe 
brought it to my mind. I would like to clear that 
point up now, 

A newspaper -- I cannot recall which one -- 
gave the impression a& thetime when my yearly report 
was presented to the Legislature, that crap games 
and rake-off games were in full operation in the 
Township of Ltobicoke, North York, Oshawa and other 
pleces. I never said that, 

Here is what I did say, in my report: 

"Bank Crap Games and Rake-off games were 

found to be nbiioneae in the following 

municipalities: Crowland Township, 

Etobicoke Township:, North York Township, 


Oshawa, Tay Township, Sault Ste. Marie, 
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Vaughan Township, and | indsor." 

That was all that was said, and there was a 
Conviction took place. Idid not say it was rampant 
or anything like that. ‘hat I said is correct. Inspector 
Tomlinson knows that. 

OTLPF SERGHANT TUmbLilSuUN: Yes, sir. 

TH.. ° ITNSS: There was a wrong meaning 
taken, which created an unfavourable impression in 
these townships, and I think possibly mr. Sinclair 
wented to clear that point up. 

I did not say what I was alleged to have said. 

THL ACTING CHalnii AN: 1. ill you be available 
vhen we resume? 


TH. . ITNESS: Yes, I hope to be. 


BY LR. GRUMMETT: 

Q. On Tuesday, July 24th? 
A, Yes. 

BY THi ACTING CHaike.AN: 

Q. If there is anything further we require, 
we will let you know, 
A. Oh, yes. I will be only too glad to help you if I 
can, 


---The witness retires. 
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THE ACTING CHAIRMAN: We will adjourn now 
until Tuesday, July 24th at 10.30 in the morning. 


---\hereupon at 3.35 o'clock p.m. the further pro- 
ceedings of this Committee adjourned until Tuesday, 
July 24th, 1951, at 10.30 of.the clock in the 
forenoon. 
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Toronto, Ontario, 
Tuesday, July 24th, 1951, 
At 10.30 o'clock a.m. 


---The further proceedings of this Committee re-convened 
pursuant to adjournment. 
---41ll parties present. 


---oame appearances as heretofore noted. 


Mik. FREDuxICK CHall, appearing as counsel for the 


Triangle Publications, Inc. 


THE ACTING CHAIRMAN: Gentlemen, in the absence of 
the Chairman, I will call the meeting to order. I 
believe the first witness will be lir. Perlman, of the 


Racing Form. 


JOSEPH SaMUEL PERLMAN, 
4 witness being celled and duly sworn, testifies as 


follows: 









rh! i te ae” Pie ee it cae 
t ret et oP | tie: . 
on en ieee BC Be: 2 Phd Dn ey 


















+ 
‘ee. ¥ id 
capstan A te 
‘i S ; 
+ My ‘ 
ay - “i : ! 
i 
xt . » ee ee ee 
y - 
t dm 2" Se ae oe ‘ 5 a - 5 ho eee 
“ ; i Ee ; nt) os ~ ad a". a 
ire ies aT Ta SEE ee Beat ts Si Seae ae (x 1382903 inhi =< 
~ 
bait - x - > i “Pasir tc oe 
Ab» UO bonus SP Re ,\ Je Ae she 
+7 
f . ¥ « ‘ 
; Ye mew oe : 
u i} ire te or 1. Met eal 
y ere . paar) vat PE) ie To. 
‘ 
Pay Bp tsa a ae ih “a se “ VN oe Aloe es 
Geto) ot tsetse we Garant! ST en ee 
aoe a ae eee RS 
} 
: cea’ Se tes ; ule 
5 j aa] t pt Me * 
3 es ee Dee Oe an AMES he EA) ee err a Se © 73 betty e 4 
ape i a! ee Woy Be aay 
oF > pect +: 4 ’ 
eo) pie! Sava eo ees t 
e 7 i oa Pot om 
’ 
ee: ef hs ma ¥? 
= at age Fe é OY esi Pm a AT 
ot RP sit OP the of rhe. av el] . zi 
ty 
“p any poi saad : y : ve. * 
ab Oa :f 7 — mis Stee @ Ey. 
| . a ae (oa G MUSH eat SAF 
‘ us . 
5 : : Ff - r # 
A ‘ ’ aa ¢ 1 ASW 








» eoiitese’ errave. ehh Grae ot 


*%, 









¥ 
= 


a 





ua TY 


1799 Perlman 


BY TH. aCvING ChaTR an: 


we ill you proceed, mr. Perlman? 
A. I presume, ifr. Chairman, it will be in order for 
me to make & preliminary statement? 

We Yes. 
4. I prefer to make it orally. 

@. That is quite all right. 
4. I want you gentlemen to know that I really welcome 
chis opportunity to be here before you, because I 
think that is the only way we cén clear up the picture 
in relation to some innuendoes anu misinformation, 
and | think ignorance of our operations, which has 
led to a lot of -- well, misconceptions. 

I am really not within the jurisdiction of this 
Committee, as I am a resident and citizen of the 
United States, but Iwas very anxious to be here before 
you, because, while I am not en officer of the weclurray 
Publishing Company, which publishes the Daily Racing 
Form, the office operates under iny direction. I am 
the President of the Trade Publications, of the 
Triangle Publishing Company, and they consist of the 
luorning Telegraph, which is published in New York, 
and the Vaily Racing Form, which is published in 


several cities in the United States, in Toronto, as 
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well as in iexico. 

iy reasons for coming here are really twofold; 
first, I want to be in a position to give you all the 
information you might want, and I am the person who 
can give it to you, as I have the responsibility of 
publishing this newspaper, which I think is the finest 
newspaper of any sporting publication published any- 
where in the world, and is recognized as such by 
people who are interested in the great sport of 
racing. 

Secondly, the hearings thus far seem to tend 
to go in a direction where the sport of racing has 
become the scapegoat. 

It is unfortunate, that it happens that way, 
but it always does. Unfortunately racing, which is 
certainly to me one of the.finest soorts there is in 
the world, and which attracts many of the finest people 
in this country, in the Ynited States and in England, 
where it has always had the support and char Siind 
participation of the Royal family, end many of the 
Prine Ilinisters 

I am not suggesting, that racing does not also 
have people in it who may be suspect, but what 


activities do not have tliat? 
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I think it is also very unfortunate that all 
of tie hearings and investigations in connection with 
illegal wagering on racing, -- because legal wagering 
is associated with the sport - as I say, the illegal 
end of it is stressed entirely out of proportion to its 
importance. 

The Kefauver Committee, in the United States, 
which made the most complete investigation ever made in 
connection with illegal wagering, found out gradually 
that tne volume of wagering on other sports, generally 
speaking, was infinitely more widespread and greater 
than that on horse racing. In fact, they had one man 
who admitted he had wagered over one million dollars Py 
year on basket ball. I do not know how much he really 
did wager, because they usually, for obvious reasons, 
under-estimate their real activities. 

Now, what is the situation in relation to the 
wagering on sports other than racing, a situation which I 
believe is true in this country, as well as elsewhere. I 
am a native of Canada; I lived here for forty-three years, 
until 1943, when I went tothe United States to acc-pt a 
position with the Triangle Publications, Inc., of which 
I eventually became the publisher. I am very proud 


of that newspaper, and am here to defend it. it is 






fn 


a 


re, Pee 


teas ‘Svangetoing are ‘alti ah: of Anigdg LT 


a Ws 


naN) 


ey pees 1969 


uettos ew fagel 6 


bacntis 


od Wee i 3s 


fi Ov norsioqong 


ris ws 
ee f ry che" 4 
VAL BLED ato 


eteiioh 


\ ot oft 
enc Gat 
eng og 
fointw noite 
shite 732 rs 
(Hey eo tr tay 
B 3¢ 398 62 


fiokidw to ,.oal, ,enoltseticnl olgasinT edd ddlw noldteed a) 


hbasxiot ang ms 


$80 
.ednoae il igo: ‘0 2 arbieZaw to emutov: asd. Sankt. 
brie 9 Bas a) ae 96iW 
aa ) 


noLis 


ee 
eu 


syotve 


eon 


iomTg yrev me 7 


ei oi 


“a natal 


Herts. ee 
abel e es x 


a 


ee ise na 


Fete 
ree 


dala lela 


alex at 
Sap 2D 
pests endo, etyoge-. fro. gitiveanw 


a a 5 - 
a « Fete 


vidnvos ehid ak ems at evetied 


* od 


bine 


th 
rt 
‘ H 


og 


WED a 


uo 


3 


ot) 


“ cant Bd 


* 


one reve betayew bad ed bedthebs, onw 


he 


> 


worl Ob 


nih: 


PSraks S0e, 
Cae x 
* S © 


ge roa 


Dacia’ 


& 


StOm 


Chaves ye 


sonsdroqmt.” : 


Re 


oy fage SLE. ad ty, Ho FP ARNO 


viosintigl gew, 


he eee Sean ea . 


’ 
‘ 


19, SEUBISE 


aa 


Agen eis 


ot sien me baa ceenGerar: tadd 2 


AA, 
n 
oe 


ono Eseptsaeval baa eyrirsed 9:3 to 
oa yamine ao, yotychsw. Seye lL?) 
- stods edd adtw la lesa al 


(forrisas beeeotts ek wat Ro bre: 
aera ai is teyuBted sri, 


im ISVS notes st eovatt ‘ete Lqnion daom ent sbam, dake’ 


ris hain 


*BULOST eeio4 MO told. apd: 


a i2 RBw.. ‘bib 
anid otenidsocaohne 


noksaud te baal et. Jeadw wo | 


% x9t oted bovil J, pabemsd to svitsn = ma 


eitoz dusy T morw .(Ael Litas 


stounkldey midigcntas toadirns afisk ae 


* 


comet 


eu 
























—— 


a 


1802 Perlman 


a newspaper with great integrity, and a newspaper 
which does a great deal of service for the spwrts it 
covers, and a newspaper which has received the commen- 
dation from everybody who is interested in the 
constructive side of horse racing. 

I have a number of clippings here, which I 
would like to draw to the attention of the Committee. 


Here is one (indicating) which says: 


"Millions on every pitch. Huge baseball 
betting syndicates bring daily fortune to 


gamblers," 


And here (indicating) is one which reads: 


"Gambling in golf again assailed as rule 
changes are announced, Action clearly 
indicating intent to play as pro held 
violating amateur status. later hazard 
situation clarified. 

ith the adoption of some changes to clarify 
the rules of golf for 1950, the United States 
Golf Association" 


---And this is from the New York Times: 


"--took the occasion yesterday to emphasize 


again that it does not approve organized 
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gambling in connection with the playing of 


the game," 


That proves that the United States Golf 
Association does recognize this; that there is 
organized gambling in golf. 


Here is another (indicating): 


"New York Rangers 8 to 5 to defeat Canadians 


in opener." 


I have never heard of any legal place where 
you can bet on a hockey game, which means the largest 
newspapers in the country recognize the fact that it 
is news to report that there is betting on hockey games. 

I have been around the aple Leaf Gardens, 
and you have to be very naive not to know that there 
are thousands of dollars changing hands on hockey games, 
football games, and everything else. 

Here (indicating) is a clipping from the 
New York Post, and this is in reference to their news 


in regard to baseball. It starts off by saying this: 


"Noe' \est, our baseball handicapper, lost 
six ddlars and fifty cents yesterday on the 
Yankees, parin, his imaginary bankroll to 


ypt30.00. 
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'Joe' to-day takes the Browns ,»5.00 to 
5.50; the Reds .5.00 to ,6.00, and the 
Dodgers »7.-50 to »5.00. 

To-day's specials Red Sox 8.50 to 5.00, 


and the Braves, ,»8.00 to ,5.00." 


Here (indicating) is a story from the New 
York Times, that shows that the odds were 17 to 5 on 
Roosevelt. 

I just happened to have there in the files, 
but they are published in the New York Times at every 
election, and it gives the odds, in every state of the 
Union. 

Miy only reason for bringing this out is to 
show that these investigations tend to show that 
seople are gambling on things other than racing, but 
yet people are attacking racing, as apparently in the 
minds of the public, it is vulnerable, but I maintain 
that it is discriminatory against the sport, and I am 
here to put it in the right light, and to say that when 
you put in acertain newspaver that a horse is 8 to 5, 
that does not mean it will be 8 to 5 at the race track. 

I am not suggesting that the newspapers 
should not publish this information, because it is 


news. The newspapers publish news of certain crimes 
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which take place. It is the purpose of a newspaper to 
report what is going on. 

Here (indicating) {5 something which I think 
is more enlightening, a recent Gallup Poll in regard to 
betting in the United States. I am bringing this out 
mostly for the United States, because I am better acquain- 
ted with it, but I do not think there is much difference 
in the Canadian situation. 

This (indicating) is the percentage or break-down 
which ghows that by Pidetars own admission, 53% of the 
people of the United States admit they bet. The percentage 
undoubtedly is higher, because many people will not admit 


that they bet. 


"The recently imposed ban on horse racing ° 
probably won't put a very big crimp in the betting 
habits of the nation. 

Horses or no horses, war or no war, the 

average American still has an itch to do a little 
gambling or betting, now and then. 

To be precise, nearly one-half (45 per cent) 

of the civilian adult population of the United 
States played for stakes in some game of 

chance, or laid money on the betting line, at 


least once in the last 12 months. 
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But betting on horses, playing the ‘numbers! 
game, plunking down chips on a roulette table, 
or any of the more garish types of wagering 
are not the comi-nest forms of chance-takineg. 
The greatest number of bettors, although not 
necessarily the largest sums of money, are 
involved in plain, old-fashioned church 
lotvceries or bingo parties, in various kinds 
of private card and dice games, and in bets 
on elections or xuthletic events. 

That is what an Institute survey on 
the nation's gambling habits shows, 

Of the people who have done a little 
gambling or betting in the past year, only 
15 per cent claim to have made money. The 
rest say they have either broken even or 
lost -- mostly the latter. 

The following list shows the percentage 
of adult civilians who admitted in the survey 
that they had indulged during the past twelve 
months in some of the well-known devices from 
parting a man from his money, for ends both 


worthy and unworthy. 
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Church lotteries, bingo, etc. 24% 
Playing cards or dice for money 20 


Betting on elections or athletic 


events a7 
Slot Machines 16 
Punch-boards 15 
Betting on a horse race 7 
Playing the numbers game i‘ 


A good many people said they had done 
more than one of the above. 

This year's survey found fewer bettors 
than was the case in a similar survey in 
1951 when 54 per cent of the population con- 
fessed to having indulged in some form of 
wagering or gambling. 

The lower figure today is probably due 
to the fact that the survey did not include 
men in the armed forces, but was confined to 
Civilians only. It is no military secret 
that, war or no war, the average soldier 
is always a likely candidate for a game of 
chance," 

That is a survey made by a completely dis- 


interested organization. 
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BY wk. JOLLIFFE: 


se ‘hat isthe date of that survey? 

A. It is January 27th, 1945. Ther. was another one 
published recently which was similar, but which I did 
not. clip, 

qa. Just on that point; was there any racing 
in 1945, in the United States? 

A. Oh, yes, all sorts of racing; racing all over the 
country. 

. In the last year of the war? 
4k. Yes, There was a black-out for about three months 
early in 1945, but that survey was taken before there 
was a black-out. The black-out was after that. 

There was a recent survey made on betting, 
which I have not got here, but if the Committee is 
interested, I can send it to you. it was similar -- 
in fact, I think the ratio was even more the other 
way. 

Now, I would like to give you a picture of 
exactly what our operations are here in Toronto, 

We publish the Daily Racing Form here, which 
covers the Canadian tracks, and the Lastern Ganedt en 
tracks, and what we call the "major tracks" in the 


United States, 
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This (indicating) is a copy of our latest 
edition, which just came out last night. I am 
being very benevolent in passing these around, but 
we have a couple of stars on there, so if you try to 
cash then, you might have some trouble. 

RAHIBIT NO.102: Copy of Daily Racing 
Form, July 24th, 1951, as 
identified by the witness 
Perlman. 

THE VITNESS: You will notice that covers 
information from Jamaica, Long Island, Narragansett, 
Fort Erie, Monmouth Park, and matters concerning racing 
at Tanforan, and about the sales which are going to 
start at Lexington. 

Ve have a column here by Frank Armstrong, one 
by Nelson Dunston, and one by Charles Hatton, who 
writes on breeding, and so forth. 

| Now, how do we gather the news? ‘\e gather 
-this news by having correspondents at all the race 
tracks when racing is on. ‘.e gather the official charts; 
which are the foundation used by all racing secretaries 
and handicappers, and which are officially recognized 
by every race track be the world, by officials of the 
National Association of State Racing Commissioners, 


which includes every Racing Commission in the United 
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States, and we also have official recognition from the 
Ontario Racing Commbsion. However, I will deal more 
with that a little later. 

These charts are gathered at the race tracks, 
and they are sent by teletype wires, or in many cases 
by mail. These charts are gathered and mailed into 
our offices, and are published into a monthly book 
which contains the charts of every race run on the 
american Continent, United States, Canada, and wexico. 

These charts are the foundation for all 
handicappers and racing secretaries, breeders, owners, 
and race track followers, although this book (indicating) 
ks purchased almost entirely by officials and breeders. 

EaHIBIT NO.103: Copy of Daily Racing 
Form Chart Book, May, 1951, 


as identified by the witness 
Perlman, : 





THE |. ITNESS: “e have the official respon- 
sibility, as the official publishers, to gather these 
charts, and we publish this book (indicating), and 
sell it for five dollars, but it costs us about fifty 
dollars to bring it out, but we consider that is part 
of our responsibility to racing. 

We also publish the American Racing Manual, 


the most complete book published anywhere in the 
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world on any sport, which contains the amounts of 
money won by horses, together with the number of 
races each horse has won. It contains the yearling 
sales, and a great deal of information of interest 
to breeders, and it contains records of all kinds, 
the rules of the tracks, the history of racing, and 
it is a wealth of information, without which I think 
the racing people would have difficulty in getting 
along. I will Imve this copy with you. 
UAHIBIT NO.104: Copy of the American 
Racing Manual, 1951, as 


identified by the witness 
Perlman, 





THE “-ITNLSS: We also publish a book called, 
"Steeplechasing and Hunt Racing in America", which 
contains a history of steeplechases and hunts in 
Canada, with a wealth of material on that sport, which 
is almost completely a non-wagering sport, because 
there is no wagering on a hunt meeting, except the 
steeplechases held at 'oodbine, and at Belmont Park, 
and a few at the Eastern Seabord, anu a few others, 
such as the hunts at Louisville, and Middleburg, \est 
‘irginia. 


EXHIBIT NO.105: "“Steeplechasing 


and Hunt Racing in America" 
1950, as identified by the 
witness Perlman, 
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THE \ ITNESS: In addition to that, we 
maintain a bureau at Lexington, hLentucky, which 
covers the entire breeding industry of Kentucky 
on a year-around basis. 

\e have a bureau there with three or four 
people, and next month when the sales start at 
Lexington, we will probably have at least a half 
dozen there. le report every yearling that is sold, 
the price, the pedigree of the horse, and the 
purchaser, and that is eventually incorporated in 
the chart book. 

‘Ye also publish in this paper (indicating) 
every day all the disqualifications and rulings of 
every Racing Commission in the United States, 


Canada and iexico, 


(Page 1813 follows) 
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We have correspondents in Australia, in many 
of the South American countries, and we also subscribe 
to Reuters International News Service which supplies us 
with international news, and we subscribe to the United 
Press Service. 

Our wires are under this plan; we have three 
drops from our transcontinental wires, which link our 
main offices, which are New York, Toronto, Chicago, 
Cincinnatti, Houston and Los Angeles, which gather all 
this news, 

These loops have drops in the office here’ 
in Toronto, for instance. Two of those loops are leased 
by the International News Service, and operated for our 
benefit; one is leased from the American Telephone and 
Telegraph Company, and another from the Jestern Union 
and another additional loop is leased from the Triangle 
Publication, 

In addition to that we have a Morse wire, when 
there is racing in Ontario, and we receive whatever we 
need from the racetracks in Montreal or Ottawa over, 

I think, the Canadian National Railways. 

None of the information, news or statistics 
which are received over these wires in Toronto is 
supplied to anybody in Canada; none of the information 


is supplied by either telephone or telegraph, or in any 
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manner whatsoever to anybody. The only news which is 
published in any paper in this city, that is supplied to 
any paper here, is that the Toronto Telegram receives 
the Daily Racing Form's selections, which are published 
daily. I think that is supplied through our office, 
although it is not distributed through our office. 

The Daily Racing Form's racing selections 
are distributed by the Chicago Tribune Daily News 
Syndicate, and they furnish it to any newspaper which 
wants to buy it. 

It is significant to note that the selections 
published in these papers we consider of the least 
importance of anything we publish. If we considered it 
important, we would not supply it for a nominal fee, 
to be distributed for five cents. 

There is nothing supplied from this office 
in Toronto. 

There has been a lot of misconception and 
misinformation as to the wire services. The so-called 
"wire service" which was so completely involved with 
the Kefauver Committee, has no relationship whatever to 
our office. We have no relation with the Continental 
Wire Service of any kind directly or indirectly, nor do 
we have any agreement to do business with them in any way, 


shape or form. Neither the Daily Racing Form in this city, 
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or any of our offices in the United States, supply any- 
thing of any type of news to anyone except the Associated 
Press, the United Press, and the Intemational News 
Service, and many of the leading newspapers in the 
United States, who take charts from us -- not a complete 
service, but charts from us, when the meetings are on 


in a particular sector, where racing is taking place. 


BY MR. HOUCK: 

Q. Have you been asked at certain times to 
give your service to bookmakers or gamblers? 

A. Not at all. ‘Ve do not have the type of information 
a bookmaker could use, because we are not in a hurry in 
regard to publication. 

The Toronto Telegram and the Toronto Star, 
for instance, are in a hurry and desire fast service, 
and they receive it from the Associated Press Service. 
We do not publish from the major tracks what are called 
"results"; we publish a complete chart, which takes 
about a half an hour or even longer, after the race, 
until it is received in our office, and published in 
this form (indicated). We do not supply anything to 
anyone except the newspapers with a general circulation. 

Our relationships in the United States are 
these; at every racetrack in New York our Wires are 


leased by the Associated Press to us, and certain of the 
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newspapers have this service, but our charts are used, 
which come from the racetracks, and which are sent Over 
these wires simaltaneously to our office, to the Associated 
Press, and the New York newspapers which handle the 

charts. In addition to that, we have some newspapers 
which receive it directly from us, but not the immediate 
results nor the names of the jockeys nor the scratches, 
which aré unnecessary because we do not go to press 


until six o'clock in the evening. 


I would like to leave a few more papers with 


you, to give you some idea of the coverage. 


Here (indicating) is a copy of the Morning 
Telegraph, which is one of our papers in addition to the 
Racing Form, and which contains in addition to in- 
formation on racing, what we believe to be the best 
amusement section in New York city on the theatres, motion 


pictures, radio and so forth. 


This (indicating) will give you an idea of 
the type of coverage we go into, ‘Jhen "Citation" won 
a million dollars, this paper contained sixteen columns 
of coverage, which was given to that pa: ticular story, 
giving a complete history of his breeding, his past 
performances, and so forth. 


I would like to leave that with you simply as 
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a sample of the type of coverage we do. 


HAHIBIT NO, 106 - Copy of 
Morning Telegraph, 
ULV 7 gol, ae 
Identified by the 
Witness Perlman, 

The general conception amongst penple who 
are not interested particularly in racing, perhaps do 
not read this paper, and if they look at it at all, 
that is, at this Morning Telegraph racing form, they 
think they will know who will win the fifth race. 

But the people who are interested in racing 
as a sport read this paper, end learn about racing, 
and secure all the information possible in regard to 
racing, and interest has developed in the United States, 
caused to a great extent by the great coverage we make. 

I would also like to leave that with you 
(indicating). 


EXHIBIT NO,107 - Copy of 
Morning Telegraph, 
May 5th, 1951, as 
Identified by the 
Witness Perlman. 


I would also like to leave here a copy of 
the New York Turf Review in addition to the manual. 
We publish the Kentucky Derby edition and 


review here in Toronto. 
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I would like to leave these papers with you 
to give you an idea of the tremendous coverage we give 
racing. 

There seems to be, in some of the evidence 
I noticed was given here, which I read from the Toronto 


Daily Star, where a Mr. Hazell in some case in Hamilton -- 


BY MR. JOLLIFFS: 
Q. I think that is the Globe & Mail. 
A. This. saya: 

"Mr. Hazell showed him a copy of the Daily 
Racing Form. ‘Is not the Daily Racing Form 
the basis of the sporting news?'t, he asked. 
‘Yes, Mr. Shaver gets his entries from it', 
replied the witness. ‘Maybe you should 
prosecute it'. The Inspector said it was 
different, since it came out the previous 
day, whereas the scratch sheet carried new 
developments up to within two hours of post 


time", 


This will give you an idea of the miscon- 
ception in relation to what we publish. Here is a man 
who thinks that the entries published in the Racing Form 
are absolutely different than those which appear in the 


Globe & Mail or any other paper. In fact, there was a 
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statement made by this man that we supplied this 
particular paper. I do not know anything about this 
paper; I do not know what it publishes; I have never 


seen it; we do not have anything to do with it. 


Q. Is that a reference to the Daily Turf 
and Sporting News? 

A. Wo, it is a reference -- 

Q. The proceedings to which you are referring, 
were not before this Committee? 

A. Wo, but I wated to bring that out as a sample of 
the mispinformation which appears in relation to our 
publications in which I am primarily interested. 

This (indicating) is something else I want 
to leave as evidence of the coverage which we give to 
other sports in relation to eiieens 

Here (indicating) is the New York Herald- 
Tribune, one of the most conservative papers of the 
United States, and yet here (indicating) is a large 
headline, which seys, "Charles, 5 to 1 to beat 
Valcott to-night", 

After the fight, and this is still in the 
Herald-Tribune -- one paragraph said "Except on a 
sentimental score, no one gives ‘Jalcott a chance", 
Then it goes on to say: 


wuxcept on a sentimental score, no one gave 
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Walcott a chance in this, Pittsburgh's first 
heavyweight championship Tizht. The odds were 
about 5 to 1 in Charles' favor, but there was 
no real betting on the fight. The result 
seemed fore-ordained. But Bocchicchio, always 
the gambler, couldn't resist the bargain price. 
He found a bookie who gave him 6% to 1 and he 
put up $15,000, because he never lost faith 

in Old Jersey Joe, whom he brought back out of 


retirement and obscurity and poverty." 


That really has no significance except to 
bear out the point I am trying to make. 

I have a lot of papers here which show how 
other newspapers treat racing, but which I think it well 
known to you because you have probably read it in your 
own daily papers, and the daily papers give the selections 
in their columms to a much greater extent thar we ever 
do, particularly the papers in the United States, 

I think that is about all I have to say, 
except I would like to leave these booklets with you, 
also, 


EXHIBIT NO. 108 - Copy of 
Morning Telegreph, 
Jan, Sth, 1951, as 
Identified by the 
Witness Perlman, 
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EXHIBIT NO. 109 - Copy of 
Daily Racing Form, New 
York, Jan.8th, 1951, 
as Identified by the 
Witness Perlman. 


HXAHIBIT NO, 110 - Copy of 
Daily Racing Form, 
Toronto, Jan.8th, 1951. 
as Identified by the 
Witness Perlman. 


EXHIBIT NO. lll - Copy of 
New York Herald-Tribune, 
18th July, 1951. 
as Identified by the 
Witness Perlman. 

THE WITNESS: There is one more thing I did 
want to bring out. This (indicating) is a book called 
the "Yearbook of Cenadian Thoroughbreds, 1950", published 

of 
by the Canadian Thoroughbred Horse sh ao oat ten 
I think Mr. Taylor is president. That book is entirely 
about the breeding industry in Ontario, and is based 
completely on our charts and past performances which are 
published by the Daily Racing Form, and there is a great 


deal given to it here. 


EXHIBIT NO, 112 - Yearbook of 
Canadian Thoroughbreds, 
1950, as Identified by 
the Jitness Perlman. 
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Now, here (indicating) are a lot of breeding 
journals published in various parts of the United States, 


dealing entirely with the breeding of horses. 


Here (indicating) is a copy of the"Maryland 


Horse", for May, 1951. 


EXHIBIT NO, 113 - Copy of 
"Maryland Horse May,195l1, 
as Identified by the 
Witness Perlman. 


Here (indicating) is a copy of the"New Jersey 


Thoroughbred." 


EAHIBIT NO.114 - Copy of 
"New Jersey Thoroughbred", 


Feb, 1951, as Identified by 
the Witness Perlman. 


And here (indicating) is a copy of the 


"VYashington Horse™” for May, 1951. 


EAHIBIT NO.115 - Copy of the 
"Washington Horse", May, 1951, 
as Identified by the Witness 
Perlman, 


Here (indicating) is a copy of the "Blood 


Horse", May,19th, 1951. 


BAHIBIT NO.116 - Copy of 
"The Blood Horse", May 19th,1951, 


as Identified by the Witness 
Perlman, 
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And here (indicating) is a copy of the "Horse- 
ments Journal", for May, 1951. 
BAHLIBIT NO. 117 - Copy of 
"Horsemen's Journal", 
May, 1951, as Identified 
by the Witness Perlman. 
THE WITNGSS: And here is a copy of the 
"Thoroughbred Record", for May 19th, 1951. 
GAHIBIT NO, 118 - Copy of the 
"Thoroughbred Record", May 
19th, 1951, as Identified by 
the Witness Perlman. 
avery one of these publications receives 
permission from us to use our copyrighted material as a 
basis for their articles and statistics, and each one 


ives us the proper credit, as follo s: 


"Statistics in this .ublic:vion relctin= to 
results of races in North America are compiled 
from Daily Racing Form charts by special 
arrangement with Triangle Publications Inc., 
the copyright owners of said charts. Repro- 


duction prohibited." 


I simply would like to leave these with you 
. in order to give you some idea of our activities. 


There is just one other point I want to make 
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in relation to official recognition which we have here 
in Ontario. These (indicating) are from the Official 
Rules of Racing, by the Ontario Racing Commission, from 
Part 56 of the official publication, 


Rule 465 reads as follows: 


"The Daily Racing form shall be the official 
periodical for announcements and publications 
of the Commission and all publications promul- 
gated by the Commission will be published in 


The Daily Racing Form". 
and Rule 466 reads: 


"The regéords of The Daily Racing Form shall 
be considered official in determining eligibility, 


penalties and the right to allowances", 


I might say that these designations are 
voluntary on the part of the Ontario Racing Commission, 
because we have the same designations -- and still have -- 
from the Pinay haarce Association, which functioned 
prior to the present racing commission, 

Now, what is the basis? ‘hat do they mean by 
"official recognition"? 

This (indicating) is a program of the racing 


at Fort wrie showing the conditions of the race, -- 


which means the conditions under which the horse is 
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eligible. This.is the fifth race, claiming and shows 
the name of the owner, the trainer, the jockey, the 
weight, a description of the horse, and its immediate 
pedigree. 

In regard to the weight, and the allowances, 
they are from the figures which we publish which are 
used as a basis to determine the weight which should be 
carried by each horse. 

It is also the basis of determining how many 
races a jockey has won, in relation to his apprentice 
allowaace, and the conditions which prevailed, and other 
information available where statistics have to be 
referred to. 

When you open your racing season here, most 
of the horses have raced in the United States, and 
possibly in Mexico and these cherts (indicating) have 
to be consulted tho determine how much money a horse has 
won, how many races it has been in, and has won, in 
order to determine whether it is elégible for the 
particular race in which it is entered on a particular 
day. 

That, I vhink, covers the picture, and now 
I will be most happy to answer any questions, no matter 
how embarrasSing you may think them, because I am here 


to clear up any misconceptions in relation to the use 
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of our publication. 


BY iiR. HOUCK: 

Q- Have you been asked, Mr. Perlman, -- 
I see that Governor Dewey has appointed a Crime 
Commission; have you been asked to appear before it? 
A, No, Wot only that, but I think it is significant 
that the Kefauver Committee, which made the most com- 
plete and comprehensive investigation of illegal wagering 
ever made, never saw fit to call us. Because they 
knew from their own investigation and reports which 
they have issued -- of which I think this Committee 
should have copies, as it would give the facts of 
that investigation and the operations of the wire 
services -- they knew that we had no relationship 
whatsoever with the wire services. In fact, in part 
of the report they stated that our company and our 
publications were in no way associated with the so-called 
wire services. 

Q. That program which you have there; was 
it issued by the track, where the races were held? 
A. Yes. 

@. Do you charge the tracks anything for 
the information they get from your publications? 


A. Nothing whatsoever. All these official statistics 
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are available for use by everyone, except for publica- 
tion purposes. There is nothing being published that 
belongs to us, but is e basis for determining the 
eligibility of horses, and that is part of the service 
we contribute. 

For instance, there is a race meeting on 
right now at witchell, Nebraska. \.e will publish any 
information of past performances, and we will have a 
crew down there, which covers the race meeting, and 
gathers these charts for inclusion in the chart book, 
for any horses which raced t..ere, showing how the 
horses ran during the races, and the weight they carried, 
and when they raced, and it will show when they have 
more weight added because they have won a race, and 


all that becomes official. 


Previous to 1946, a man could go down in 
that country and win three or four races, and we would 


have no information whatever about it. 

Q. Do you sell your publications at the track? 
A. ve sell them at the track, but we do not make any 
distribution, except through a legitimate news agency. 


It is sold in the samewy as other publications are sold. 
BY mR. Janus: 


w. Did I understand you to say that the 
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"bookie" could not use this information? 

A. I did not say a bookie could not use it. The bookie 
does not use that sort of information.Sook-makers read 
our publication, and they also use information obtained 
from the newsnapers, for instance, on a speech made by 
the Hon, Prine Minister of this country (Mr. St.Laurent) 
in order to determine what the odds should be for the 
next election. 

Anything that is news can be used for betting 
purposes. The fact that you publish in the paper that 
the Maple Leafs will play the Rangers, that is betting 
information, because people can bet on it. 

Our business is covering the races with the 
greatest accuracy and ivearrey that we can, and that 
is what we are trying to do, and I think that is what 
we do,do, and we have received commendation from every 
important racing body in the United States, including 
the National Association, the jockey clubs, every 
racing association, every breeding association, with 


whom we work in close co-operation. 
BY iiR, JOLLIFFE: 


qe jar. Perlman, perhaps you could assist 


us by telling us something about the restrictions -- 
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where there are restrictions -- on information at the 
American tracks. Can you tell us what is the situation 
in California? 
A. The situation in California is similar to the situation 
in every race-track in the country. The results are 
sent out by wire, and are supplied from the race-tracks. 
we are in every race-track, under arrange- 
ment with the race-track officials. We receive special] 
privileges at the tracks because of the special nature 
of our business, Everyone who is in the Press box, of 
any race-track in the United States, is not permitted 
to send any result out of the track until the price is 
official, and the official notice is on the boards, 

The results which are received so rapidly, 
are stolen from the tracks, taken from the rooftops 
or the housetops. That was all publicized very fully 
in the report by the Kefauver Committee. 

One recommendation by the Kefauver Committee 
was this -- there is ers thing I think is very significant 
about the recommendations for legislation by the kefauver 
Committee. They recommended several bills, the most 
important of which was one where they were going to 
lessen the dissemination of sports news -- which includes 


all the race news -- by any news association, other than 





















mia ira 


one 48. AgEseare%ak LD) dom apodsbscaeot Shs hance, 5 


7 
ae 


secrete 2 ‘dae Bt yey ra eas ‘Aesiteaa ” 
“Sp hist ka “at 
Sogo CA SOT OF Tap cnee 2i ator Lad liad robdauats. oii oA 


a 


a8 etluegt ad? seisawo oily ae soeit-bea alee: at 


Pinter 


«aa OB1}~ GOL" othe ie a odttagie ats bag seks Re: ‘TuQ, shige - 


<3 


KIO RSIt8 Teka ai Jeaga wave, eer $38 gil Ao 


ls iiede sviaset 6 i abo ti te toners! pei edt dekw asi! 
. Satan Leioage Ag * BUGS od elaind ‘odd +5 dae LLL 


Pe ie 2 S en 


i> (vot seed eng ie al oite notes i dealt rend "BIO" 2. a 
: Bt 


peti hwireg tom sh \eeyase bests ae ‘aE gM aba YEE 
ef aving ott Liga a pend ae te. 306 - 6 eLuaen RNS ‘p68 et 


tee Pe 
bye! 
oe 


,ebrsod sou ad ab Bod O08 taba hie" a7 Hie TPE) sia 


ie tate ar) bevienss o% desde aatoe oat” 


ay Ot 20% oid more ata eo ang’ uot caloge O48 
| Vi ioi Yer , poshondoy fis saw fat  adgeaied soa "0 
-90 7 2am0 covannat “ody ‘ed Sabasa aaa ok 


Siti tuiod Yewesied any: xd wobtabenamcdii “ont 


oA 


Mascltingts Yisy ws aight T Septita 899 ak, selfs ~- pity 4 - 
— 


Segustdss bine e not of tod ai ieb *O2 snoliatianntoey 2. : i 
va0m hay atid Aoreves bebriendoon’s Yost” ssorath 
3 aichOw soe yess wisi 28) aw fase 
2G eer Tot 9h om BNE ediaqe ty ae ee 


nai xedita, etdadoonas ed ad 
: oa ade he . 







1830 Perlman 


the legitimate newspapers. The other was, they would 
make it a felony to send results out from a race-track 
without the permission of the tracks. 

Of course, there is always a doubt as to 
the constitutionality of it, because it might be a 
newspaper could not publish a report of these hearings 
here, without the permission of this Committee, but it 
shows they are thinking, and they think it would be 
one way of curbing the illegal dissemination of news. 

‘e do not disseminate any odds prior to a 
race; we do not send a thing out until the result is 
official, and then we send out a complete chart, which 
never reaches our office until about a ialf an hour 
after the race is over. 

Qe Parnes appears in the racing form the 
official race chart? 
A, Yes, they show the conditions under which the horse 
ran, during various parts of the races. 

uy. There is one, I notice, on Page 28 of 
to-day's Racing Form, at Blue Bonnets, under the 
heading "Official Race Chart, Blue Bonnets," and it 
is dated from Montreal. That would come out of the 
track after the official result is announced? 
A. That is right. This particular chart you are 


looking at was sent in by mail, because these races 
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were run on Saturday, July 2lst. Is that correct? 

Q. No, it is Monday's paper. It says: "Montreal, 
yuebec, lionday, July 16th". 
A. This (indicating) is an old paper; it is not to-day's. 

(. Yes, it is the Racing Form -- that (indica- 
ting) is for July 17th. 

we Oh, yes, Mr. Grummett has the one for 
July 24th. 
A. Take the one on Page 26. That is for Saturday. That 
was sent in by mail. 

The charts from Connaught Park are run a day 
late, and are sent in by mail. 
I will be pleased to answer any further 
questions you care to hace 

Q. Ordinarily they go out by wire? 
A. Yes, ordinarily they go out by wire, and they reach 
our office -- for instance, let us take the Fort Erie 
chart, appearing on Page 4. These are charts of races 
run at Fort Erie yesterday, Monday. To-day is mawedere 
These were sent in immediately after each race, and it 
takes approximately one-half an hour for us to receive 
them. It is first called by the chart caller to the 
chart taker, and these are supplied by the race-track, 
becaupe they show the official odds. 
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what time? 
A, It becomes available to the oublic at approximately 
7,30 at night, ‘6 ¢o to Press at 7.00 o'clock. ‘ie do 
not sell anytaing, or distribute anytning, in any shape 
or form until this paper goes to Press, and is sold to 
the public. 

Q@. Does the same thing apply to saratoga at 

Jamaica& 
A. Exactly the same thing. 

Q. These are yesterday's races? 

A. Yes. They come in over the wires, the same way as 
information from the Fort Erie track. 

Q. It would be available to the oublic on 
loonday evening? 

A. About t.e same time -- around 7.30. 

Q. In addition to those charts, under the 
heading of "Official xace Charts", you have other charts 
headed "Past »erformances"? 

A. Yes, Those are the records of the horses entered at 
the various racetracks. 

. & They are for to-day's races? 
A. Yes. And this (indicating) is taken from information 
contained in the chart, and comprises the records of the 
horses, showing exactly where they finished in their 


previous races. 
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me 

Q. Then there is a third chart, on Page 7? 
A. Those are not charts; they are the names of the 
horses entered at the various tracks. 

Q. That is a list of entries with the 
probable jockeys? 
A. That is right. A great number of those horses have 
nu jockey on them at all. It says, "No boy", which 
means no jockey has been assigned. liany of them are 
subject to change. Uur entries do not contain any 
changes, but the information distributed by the Telegrain 
and Star about eleven o'clock in the morning, contains 
all the official jockeys, and scratches, at some of the 
race-tracks -- not ¢ll of them. 

QW. They alwo contain a chart number, I see? 
Ae Yes. Here is the way that works. There is an index 
number here (indicating). Let us assume it is the 
number "36448", A person who is interested, would 
refer to the chart book, or he could refer to the special 
chart and then refer to the chart book, which comes out 
much later. 

Q@. On Page 6 you have the daily racing form 
entry selection. 
A. That is correct. Those are selections at all the 
race-tracks by handicappers, which is exactly the same 


thing as is done by most newspapers throughout the 
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country. 

@, Well, now, is it? It is rather more full. 
A. No, except that we may run more tracks. 

@. But it gives selections for all races? 
I do not think most of the newspapers do that. 
A. Oh, yes, sure they do. 

@. Take this morning's Globe & hail -- 
A. Here (indicating) is the Telegram, with the racing 
form selections. 

Q. They are your selections? 
A, Yes. 

Q. This morning's Globe & hail, I think 
you will find, give only one selection. 
A, That may be true, but that is not general. 

Here (indicating) is a copy of the ‘innipeg 
Bree Press,with the selections on the front page. 

Q. That is the way they come down? 
A. Yes. "Free Press Graded Selections by Laysell". 
For instance here (indicating) is the Bostom American, 
"The VVorld's Greatest Handicapper", at Lincoln Downs. 
And they can carry many others, too. 

Q. They also do apparently what you do? You 
have selections by a number of different experts? 
A. Thatis ‘yieht. 


Q. And at the right-hand side yOu have the 
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concensus of the experts? 

he hat’ 4's -yient, For instance, here (indicating) 
is a copy of the Oakland Tribune, which has all the 
same thing. 

Here (indicating) is the »aper I just tore 
out of the New York Journal American, witn exactly 
the seme thing. The quantity may be somewhat different, 
because we have a wider coverage, Sut the only reason 
it looks like more is that we publish all the major 
race-tracks, while some of the newspapers only carry 
local entries, 

4 There is just one thing I would like to 
ask. wuite apart from all other information, which 
is very complete, which appears in the racing forn, 
what is the purpose of these selections? 

A. The purpose of the selections is the same purpose 
you have in covering any sport. The main interest 
amongst the public is who will be the ultimate winner. 
It is news. ‘very newspaper on the American continent 
calls the selections news", 

«» Is it just an academic interest, in who 
may be the winner, or is it not tied up with the wagering 
which goes on at the tracks, and elsewhere? 


A. I would say not for that reason. In relation to our 
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capers, the selections we carry are a very unimportant 
part of the vaver, or we would not sell them to 
another neiispaver, like tne New York Daily News, which 
has a circulation of approximately two and one-half 
million, and which buys our information, and sells 
their papers for three cents. If we thought it was 
important, we would not dotnhnat. It has the least 
Significance of anythin; which is in our paper, in 

my judgment. 

We That may be so, but is it not a fact 
that its reel ourpose is to assist people in placing 
their bets, lej;ally or illegally. 

A, Not at all. The purpose of our publishing a4 
first-class newspaper is to give t..e public «hat they 
want. 

« Let us confine ourselves to the selec- 
tions. ‘hat is the »nurpose of the selections? 

A. The »,uroose of the selections is to give the 
public an idea of the condition of the horses, 

‘hat is the purpose of the New York Times 
putting in big headlines that "Charles is 5 to 1 to 
win the fight with ‘olcott? 

Ge If the New York Times were here, I would 


ask them that, but they are not. You are here. 
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A. I am a sports writer, and if you put a headline 
thet "Charles is 5 to 1 to deat 'olcott", the signifi- 
cance of that to the sublic is that Cnarles is an 


overwhelming favourite to win the fight. 
BY wR. GRUMLETTS: 


QY. That may be all right for those who 
like horses, but people are interested in people, 
and they are not so interested in the names of horses? 
A. I think they are. 

We If you want to bet or gamble on the 
races -- 
he 1 am not the least bit interested in who is 
playing baseball, but I am interested in what horses 
are running at various tracks, and I do not bet. 

Q. You are interested in baseball or boxing, 
because you ha»npen to have some association or some 
oreference for a certain boxer or a certain ball- 
player? 

A. Do you think that a person who is interested in 
racing is not equally interested in the outcome of 
horse races? 

we Certainly not. 


A. The question you asked is very important, because 
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it reflects the frame of mind in relation to racing, 
which we are trying so hard to combat. It reflects 

a frame of mind among the laymen who are not interested 
in racing and who are regardless of the interests of 
other people. 

we lb it to the interest of people to 
read the racing information? 

a. Is there not a certain interest to a man who 

reads the \sall Street Journal in relation to stocks? 
we /e€ read the daily newspapers because we 

ant to get information of what is going on in the 

world to-day. ‘hy should we read the Racing Form? 

A, iwaybe a wan is not interested. liaybe a man who is 

interested in what is going on in the world is also 

interested in what is going on at the race-tracks, 

because that happens to be his hobby. 

I know people who simply cannot read enough 
about baseball. ‘hy should a paper like the New York 
Times give more space to racing than anybody else? 
‘ould that not indicate that the New York Times, which 


is perhaps the finest paper in the world -- 
BY +R. JOLLIFFE: 


‘42 They give more space to everything else. 
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A. That is right, but here (indicating) is the whole 
page in regara to Jamaica. Here (indicating) is the 
story about "Supreme Court" winning the race in 
Britain. Does that not indicate that your newspapers 
are of the opinion that their readers are interested 


in horse racing? 
BY wR. GRU) LIT: 


QW. Does it not indicate that the readers of 
that paper -- and the paper recognizes it also -- -.are 
becoming more and more interested in getting information 
which will permit them to place bets? 

A. I cannot share that view, because if I do in 
connection with racing, I will have to share it in 
connection with baseball. I have given you significant 
evidence of what the trend is in relation to other 
sports. 

Some people think it is a crime that race 
results get our fast. ‘hy not take the same view when 
you stop to consider that millions of dollars are 
bet on baseball, and you can turn the radio on any 
time and get every pitch, and I assure you that people 
bet on every pitch. 

Would you consider that the publication of 


Baseball News was an aid to gambling, and that every- 
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thing in relation to baseball should not oe published? 
Vhat is not an aid to gambling? 

we Any person who sits down ana studies 
your paper, would not have such time to read anything 
else. 

A. I am not here to censor everybody in connection with 
what they are going to read. lama publisher of a 
newsnaper which deals with horse racing. Thoroughbred 
racing is the finest sport in the world, in my opinion, 
and i have every right to have that opinion, the same 
right as you may have in relation to cricket or 
baseball. 

I have the responsibility of reporting races 
with the ut.ost integrity and honesty, and give the 
peonle every bit of honest news I can get. But to 
censor what oveople should reac -- well, I don't know. 
There are things in some papers which I may think 
should not be »sublished, 

we lake, for instance, forty years or uore 
aso, the small towns held these fall fairs, and the 
racing was held for sport, not the races about which 
you have been talking, but they were held, not for the 
money to be made, and not for persons to make a living 


out of that type ofracing. Forty years ago, at our 
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nett fall fairs, men ran their horses for the sport 
of competing; they rece to see their horses win. 

A, Are you suggesting to me that sien like ir. Taylor, 
-- Colonel Taylor, I think it is -- ana all these 
other gentlemen who are racing here, are only in it 
for what they can make? Why, I think they are the 
finest sportsmen in the world. 

we But there has grown up around racing, a 
group of men who intend making a living by betting 
on the races, as your paper suoplies information which 
permits them to do so, 

A. Our paper is reporting news of happenings on the 
race-track, in tne same way as every other paper, 
only we do it better. 

«we You give a full coverage’ 

A. You are darned right I do. If I did not, I would 
think that I was being derelict in my duty. 

The averege newspaper has’ only one page of 
financial news, but I like to buy the Wall Street 
Journal, where I can get forty pages of financial news. 
Have I not the right to read forty pages, if I want to? 

Q. In regard to racing, you are building up 
race consciousness? | 
A. I would like to see more veople interested in 


racing than in any other sport, 
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we If they watched them for the sport alone. 

Can you tell me if more than one out of one hundred 
who read vour Racing Form, is not reading it for 
information which will assist him in placing bets? 
A. I do not know, and I cannot pass judgment on it, 
but I would say you are completely wrong, because in 
the thousands of subscribers we have throughout the 
country, who get our paper, are many men who are 
interested inthe sport of racing. You are nostalgic. 
You believe that the buggy is better than a motor-car. 
I do not share that view at all. iJ think racing is 
great sport, an is attended by more people than any 
other sport in this country, and if we cover it with 


integrity, I think we are doing a swell job. 


(Page 1€42 follows) 
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Q. If you go to a racetrack and see one well- 
bred horse compete with another well-bred horse, I agree 
with you, but if you go to wager money, that is a 
different thing altogether. 

A. If you invest in a stock to help industry, you are 
all right, but if you invest in a stock as a speculation, 
you say that is different? 

I remember one instance of which I had know- 
ledge in regard to speculation. My father bought some 
lots in Saskatoon, and they began going up and he became 
very much interested, but when we went down to see them, 
he found that they had sidewalks, which led to the river 
and I think the lots vere all in the river. 

I cannot possibly conceive what difference 
there is between speculating and finding sidewalks which 
lead to nowhere, and speculating on the horseraces. 

I think what is most interesting in relation 
to your remarks is as to what is the attitude, for instance, 


in England. They have had horseracing for centuries -- 


BY MR. JOLLIIFE; 

Q. I think you are under a misapprehension. 
Let us not waste time on people's attitudes - 
A. I did not start that. 

Q. Just a moment. We are concerned here with 


law enforcement, You know the laws of this province, I 
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assume, with regard to the dissemination of racing 
information, and that is why I iin you what is the 
purpose of the selections which you publish in the 
Racing Form which may be perfectly legitimate -- which 
may be perfectly lavful -- but I think when you are 
asked a question you should answer it frankly. 
A. I am answering them with utmost frankness, [I said 
I did not see any difference -- 

Q. Please do not argue with me. 
A. I am not arguing with you at all -- 

Q. Just a minute. I will ask you another 
question, and see if you will answer this one clearly. 

The Morning Telegraph is also a daily 
publication? 
A. That is correct. 

Q. It comes out at what time? 
A. In the evening, the same as the other papers. 

Q. About the same ti~e? 
A. Exactly the same time. Ye do not publish any 
newspapers which come out earlier than approximately 
6.30 or 7,00 o'clock in the evening. 

Q. Does the Telegraph publish what is 
known to the trade as "morning line odds"? 
A, No, anes publish what are known as "approximate 


odds", and all newspapers in the United States publish 
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that. 

Q. ‘Will you show me where they appear in 
thefelegraph? 
A. Right here (indicating). Right here on this table 
(indicating) on the left -- 

Q. "A-p-p-r" odds, means "approximate odds"? 
ae OR. 

Q. ‘This (indicating) is the Morning 
Telegraph of Tuesday, July 17th, and for Monmouth Park, 
racing, Tuesday, July 18th, and the Weert odds 
in respect to each horse. What is the purpose of 
publishing that information? 

A. For the same purpose that we publish in regard to 

all other sports. It gives the public an idea of the 

chances for each particular race, For the same reason 
that the New York Times published "Charles 5 to l over 
Valcott", 

Q. Forget the New York Times for the 
moment, and deal with the Morning Telegraph. Why do 
you inform the public that the odds on "Scrutiny" -- 
A. That is not a Toronto paper, which we are here to 
discuss. 

Q. My question related to the Morning 
Telegraph of July 17th, and in that paper you informed 


the public that "Scrutiny" in the first race -- that the 
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Ps vox inte odds are 3 to 1. You ship rie Naps in to 
Toronto? 

A. We do ship that paper into Toronto, and every paper 
that is shipped here from Detroit or New York, and is 
sold here on the newstands, contains the approximate 
odds of the same ty,e -- 

Q. Well -- | 
A. I am here as a witness, and I want to make certain 
observations which are important to this hearing. 

Q.- I am not asking you about any other paper. 
I am asking you about your own paper, Direct 
your attention to your own paper. This paper reached 
Toronto the morning of Tuesday, July 17th? 

&. Yes, I am quite sure it did. 

Q. It was published in New York the night 
before, and would be available on the morning of Tuesday, 
July 17th? 

A, Yes, 

Q. And it tells there that "Scrutiny" was 
3 to 1, in a race which is to run at 2,30 this afternoon. 
What is the purpose of informing any reader in Toronto 
that the odds on "Scrutiny" are 3 to 1? 

A. To show the relative merits of the horse, because 
the odds indicate that. 


I must answer all these questions relative 
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to a general newspapex purposes, because the main purpose 
of my coming here, is to prove to you in my evidence 

that we do not do a thing that other newspapers do not 
do. Otherwise, the importance of why we do so is not 
important to this investigation, that I can see. 

The important thing to me, and why I came 
here, was because of the innuendoes that we do things 
other newspapers do not do, that we are doing something 
special... We are not specializing at all. 

Q. iI think the innuendo was you do what 
other people do only you do it better. 

A. May I use that in our advertisement? 

BY MR. JANES: 

Q.- To go back to the odds, ‘J/hy are the 
odds important to people? 

A. The odds are important as news. For instance, you 
will find all your Toronto papers carried stories -- 
the papers here, as a general practice, do not carry 
approximate odds Prcent on the English races. 

I have read in the Toronto Telegram and the 
Toronto Star, the run-down of the Ascot races, which 
showed the varying odds, Why? Because if I read the 
Heaper, And Ty seq) vs -. & certain horse at a certain 
price, it looks as if that horse will be the favorite, 


and has the best chance of winning, but at the same time, 
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the New York Times tells me that Charles was 5 to l to 
beat Jalcott, in other words, that Charles is the 
favorite. 

Q. Why do you publish this? 
A. It is mevs. Why do the papers in New York publish 
éhe odds on elections? 

Q. For the same reason as you publish racing 
infomation. 
A. I would say that the Morning Telegraph and the Daily 


Racing Form is completely justified in publishing news. 


BY MR. HOUCK: 

Q. Do you think that the selections you 
publish bring down the odds? 
A, No. Our selections have no effect on the odds at 
all, For instance, in a race, there will be eighteen 
horses entered, and six of them will surely be scratched. 
The track conditions are unknown and the jockeys are un- 
known, and those are the main factors which are needed 
for the public to bet on the horses, but they are not 


available at the time we go to press. 


BY MR.dJANES: 
Q@. Would it not be very easy for you to 
publish odds on a horse, when you possibly know that 


other horses are really better in order to make a real 
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killing for some of your friends. 
A. No. That is where the Racing Form performs a 
great service, by gathering charts from all over the 
country. In that way, the records of the horses are 
made available to the public, and to make certain that 
certain people are not getting information which is 
not availeble to the general public. 
In relation to the moral aspect of it, this is 
a story from the Tribune -- the Herald-Tribune of 
Wednesday, June 27th, where it says: 
" The top-ranking prelate of the Church of 
England came out today in favor of cash 
betting shops for the nation'ts horse players, 
The Most Rev. Geoffrey Francis Fisher, 
Archbishop of Canterbury, said that since the 
British will gamble -- law or no law -- they 
might just as well do it legally. At present 
the law permits cash betting only at the 
horse or dog tracks. Off-the-track handbook 
betting is legal only on a credit basis. 
The poor, who can't get credit, bet cash just the 
same with fly-by-night street corner bookies. 
A Royal Commission on gambling brought out 
the cash betting shop solution in a report 
issued April 17. Parliament has so far taken 


no activn. 
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u I am inclined to think the proposal should 

be tried," the Archbishop said. "The present 

law about street betting is unenforceable. It 

is also unfair as between rich and poor. It 

must be changed. All agree about that. 

: Most reluctantly I feel that probably the 

change proposed is the only reasonable one, and that 
under the strictest controls it should be tried -- 
on the ground that it is enforceable and removes 


an injustice." 


BY MR. HOUCK: 

Q@.- You made a significant statement a few 
minutes ago, Mr. Perlman. I think I understood you 
correctly. You said you did not bet? Would you enlarge 
on that. 

A. I only bet occasionally when I go to the race- 
tracks. I am too busy with other things. My 
responsibilities in relation to the publication of the 
papers keeps me too busy. In fact, 99 percent of the 
work I do in relation to that work has no significance 
toward betting; it is toward publishing the best in- 
formation I can in regard to racing news throughout the 
world; to cover all the races from the sporting technical 
side of it, and putting out a first-class newspaper, 


which I think we do, and which is accepted in the trade. 
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I think it is the best publication of its type in tk 


world. 


BY MR. JOLLIVYE: 

Q. You are not sugecesting that the publica- 
tion of approximate odds has no relation to betting? 

A. I would say very little. That is not the intention 
of it. The intention of those odds is to show the 
relative merits of the horses as ficzured by different 
men. You will find that in the newspapers, and in 

some of the clippings which I have given you. Here 
(indicating) for instance, is the Great Handicapper at 
Lincoln, and showing the odds "3 to 4", "4 to 1", "5 to 
a”, and so forth. 

Q. Your coverage is very complete as we have 
seen, but in the preceding column, under the heading of 
"Comments" your experts give an assessment of the merits 
of the horses, 

A. Was it a comment in the Toronto Daily Star -- 

Q. dust a minute. You said the intention 
of the approximate odds is to show the merits of the 
horses, but you have. already done that in the preceding 
column. You say a certain horse "shows promise", and 
another has “early acdtend <6 chance", another "must 
show more", and another is “likely to improve", and 


another is "a doubtful starter", and another is "may 
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be hard to catch", and with another "does not figure". 
Surely those are very clear evaluations of 

the merits of these horses. 

A. That is the regular practice. I will read from 

the Winnipeg Free Press -- 

Q. Never mind the regular practice of 
newspapers. JI am asking you why, when you have given 
these evaluations of the merits of the horses, you feel 
you have to give the odds. 

A. The reason is that the competing and competitive 
newspapers in New York city give the approximate odds. 
“hy do the Toronto newspapers publish a lot of different 
types of news? ‘We publish that in competition with 
other newspapers, If we did not publish the approximate 
odds, the people would buy the Daily News and the Daily 
Mirror, and would get something we are not publishing. 

Q. You say every paper publishes the 
approximate odds? 

A. Every one except the New York Times, which only 


publishes the odds on feature races, 


BY MR. JANAS: 

Q. Tris publications is only for the news 
to the public, you say? Why do you publish it when 
there is no racing in Ontario? 


A. We publish it to maintain interest in the sport. 
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Every newspaper in Toronto publishes the entries on 
some tyacks that are running in the winter time. We do 
it to serve the people interested in racing. As a 
matter of fact, we lose money in Toronto from the time 
the racing season finishes in the fall until it opens 
again the following spring. 
Q. Is it not true that the great bulk of 

the illegal betting is on the American tracks? 
A. I have no interest in illegal betting. We are not 
in that business, I challenge anyone to prove otherwise, 
end I will supply any amount of evidence you may want, 
of outstanding racing figures in America to prove my 
point, men who never bet, horse breeders and so forth. 
I have letters from a Mr. Moore, Chairman of the 
Nebraska Commission, from Mr. Earl Moyer, Mr. Ashley Cole, 
and Mr. George Widener, and a number of others, 

I say that it is absolutely tragic that 
& great sport like racing which yields so many millions 
of dollars to the province, should be so maligned. 

Racing is some thing the government has a 
great interest in. It derives a great amount of 
revenue, more than is derived from any other sport in 
the Dominion of Canada, or in the Province of Ontario. 

There is mo sound reason why people in 


this city have not more chances, and there is one bad 
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feature of it, and that is the amount the gove nment 
takes away from the bettors' money, because I feel that 
the amount is far too great. You take about twanty 
percent.here. That is the greatest in America, as far 
as I know, and I think it is unfair and something shold 


be done about it. 


BY MR. JOLLIFTE: 

Q. That may be, but there has been evidence 
that the bettor has even less chance when placing his 
bets with a bookie unlawfully. That is what we are 
interested in, I do not think anyiody has maligned 
the sport of racing. 

All we have been interested in are the 
people who take bets unlawfully, and, frankly, we are 
also interested in those who facilitate that business 
by providing that business with services which are 
essential to the operation of the business. That is 
the point. Tmt is the point to which you should address 
yourself. We are not interested in condemning the 
sport of racing or the government tax on racing, or 
the people who are interested in placing wagers lawfully 
at the track, We are interested in those who -- 

A. That was given in a very discriminatory manner. 


Why do you not bring people here from -- 
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Q.- dust a minute, When I am asking you a 
question, please do not makes speeches of that sort, 
A... IT.apologize; I am sorry. 

Q. ‘ve are not interested in your declamations, 
but we are interested in your answers to the questions. 
A. I was answering -- 

Q. Then do not level charges of discriminatory 
actions. I was only asking questions about the informa- 
tion published in your papers, so do not level charges 
which say we are interested in taking bets unlavfully. 

We are interested in the services which make that possible. 


A, I am trying to confine it to that. 


THs ACTING CHATRMAN: I suggest a five 


minutes recess. 


---whereupon a short recess was had. 


---upon resuming. 


BY MR. JOLLIVTE: 

Q. Mr, Peslman -- 
A. May I, before we start, apologize for tsing the 
word “discrimination” before. I did not mean it in 
that sense. I have a low boiling point in relation to 
racing, and I would like you to keep that in mind. 

Q. All right. Do you publish anything other 


than the Racing Form in Ontario? 
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A. Nothing whatever. 

Q. Do you know who publishes what are 
called "scratch sheets"? 

A. I do not know, except what I read in the papers, 
that Mr. Roher is supposed to, but we have no relation- 
ship with him, directly or indirectly. ‘Je do not 
supply them with any information. We do not speak to 
them, ‘Te do not do business with them. ‘Ye have never 
had any reason to do business with them, 

Q.- YourCompany is really an American Company? 
A, The Mchiurray Publishing Company, which publishes 
the Daily Racing Form, is a Canadian company, but is 
a wholly-owned subsidiary of the American company. 

Q. That is the Triangle Publishing Company? 
A. Yes, They also publish the Philadelphia Enquirer, 
with a daily circulation of over 700,000, and nearly a 
million and a half circulation on Sundays. 

We also publish a number of magazines in- 
cluding the magazine "Seventeen" which is the finest 
teen-age magazine in the country. I want to stress that. 
That is why we are so sensitive to some of these things 
which have been said here, before I came. 

We publish these papers with the utmost 
integrity, and we would not permit anybody associated 


with us, to supply anything or have any association with 
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any people who are not of the highest integrity. 

Q. I was interested in that point, because 
the Triangle Publication is interested in the racing 
sports publications -- is it a subsidiary, or anotiier 
Company which publishes, the Philadelphia Enquirer? 

&. No, it is the same Company. We have no business 
interest with any organization in the province of Ontario 
other than the Daily Racing Form which is published here. 

Q. But, in reference to the United States, 
there is the daily paper in Philadelphia and some other 
magazines? 
Ay That is richt. 

Q. Of general appeal? 
A. That is right. 

Q. The Enquirer is a paper which at one time 
was owned by one’ of the Annenbergs? 
A, It still is. Mr. J. H. Annenberg, President of our 
Company, is the editor and publisher of the Philadelphia 
Enquirer, and is one of the leading citizens of the city 
of Philadelphia. He has raised millions of dollars for 
charities and public institutions, and has been one of 
the leading figures in the progress of that city. 

Q. I was interested to hear you emphasize 
you never had any connection with the Continental ‘ire 


Service. 
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xe? Thetis Ge eee: 
Q. Never at any time? 

A. Never at any time. In fact, I will sive you some 
infomation which is of the utmost importance. Here 
(indicating) is the second interim report of the 
Special Committee to investigate organized crime and 
inter-state cummeree,. These are the findings of the 
Kefauver Committee, as published on page 18, 

Q. What date? 
A. This is report No. 141. The date is January, 1951, 


It is February 28, ordered to be printed,on pase 18; 


"annenbere'sdissociation with the Racing Wire 
News Service was complete. He did not attempt 
to sell it to anyone or to realize any salvage 
from it; 
he simply walked out", 
That is the final conclusion of the Kefauver 
Committee which lasted over a year. 
Q. Not a "final conslusion"; it was an 
interim conclusion, 
A. Yes. 
Q. Let me refer you to page 150 of the Kefauver 
Committee dated May lst. T vill refer to it’ and. I am 
keeping in mind Loe you said about no connection between 


your Company and the Continental Company. 
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A. That is correct, 

Q. Which is no doubt correct, but what I 
want to draw your attention to is this, The Kefauver 
Committee said at page 150, 

"In our second interim report we stressed 

the great importance of the race wire service 
as a lever which makes it possible for 
organized criminal syndicates to gain a 
foothold in every community in the country. 
Bookmaking provides the richest source of 
revenue from gambling operations and the 

wire service, which transmits up-to-minute 
information about racing news, is essential 
to bit-time bookmakers. A bookmaker who 

does not have the wire service cannot compete 
with one who has. The wire service is as 
essential to a bookmaker as the stock ticker 
to a stockbroker. It is because of this 
importance of the wire service to the book- 
makers that the organization which controls 
the wire: service can, in, effect, control 
bookmaking operations. It has bookmakers 

at its mercy and it can charge what the 
traffic will bear. Thus, the characteristic 


of wire service distribution is the great 
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disparities in the pvrices ciiarged for 

Similar types of service. Bookmakers are 
charged vastly different rates than the 

few legitimate users of the wire service, 

such as the newspapers. Bookmakers are 
frequently compelled to pay a fixed percentage 
of their profits to distributors of the 

wire service, whereas the few legitimate 


users pay only nominal sums.” 


The question arising out of that which I 
want to ask you is this: is it not the fact that 
the publication of approxiuate odds in the morning 
is of very great value to bookmakers? 
A. I have been dealing with racing in Canada and the 
United States as a sports writer, and owner of horses 
for a little time, and breeder of horses. Our prices 
have absolutely no value to the bookuakers, because 
there have been no bookmakers, to my knowledge, who 
ever paid the orice of the odds given in the news- 
papers. 

The figures in our publication have no 
value, because you may have eighteen horses, and 
six of them will be scratched, and you may heve a 


horse at 10 to 1, which may ultimately be 2 tol, 
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because the good horses have gone out of the race, 
It has some interest to a man interested in 

betting, because it gives him an idea of the value 

of the horses, but the bookmakers never could operate 
on these figures given, because they are not accurate. 

The information he might get from the wire service 
might be of value, because they have the changes, the 
track conditions, the jockeys, and so forth. 

we There has been evidence before this 

Committee that some of the illegal bookmakers who 
have been getting their information, were teking a 
vire service -- not your wire service, but other wire 
services, which included, among other things, the 
morning odds, and it was absolutely necessary to the 
operation of their business. 
A, It might be necessary only to give him an idea as 
to the chances of the horses. Sut I know dozens upon 
dozens of bettors who bet on horses constantly, and 

I have never known of a single instance where they 
have ever been paid anything but the prices paid at 
the race-track. I have never known a single instance 
in i) ey experience, 


BY luk. JANES: 


Q. Mr. Roher is apparently your agent here? 
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A. tir. Roher has no connection with the Racing Forn, 
directly or indirectly. ‘.e have no business relation- 
shin of even the remotest kind. 

ie 1 understand he operates the office 
which distributes this? 
A. He does not distribute it. ‘e publish the Racing 
Format No.50 Richmond Street, uast, and we have fifty 
or sixty men, most of whom belong to a union, to the 
printer's union, the typographical union, the stereo- 
typers union, the Newspaper Guild, and others, and 
everyone is employed by us under the direction of 
John J. Goldthorpe, and it is distributed through 
the City News Company. 

Ye have no business arrangement with Iir. 
Roher of any kind, nor do we supply him with anything. 

Qe. You say the information comes over the 
wires, at what times of the day? 
A. All through the day. The wires open about ten 
o'clock, and we keep on receiving all day, until 
Press time. They close about seven o'clock. 

@. ADparently the Scratch Sheet is prepared 
from the news which comes over the wires? 
A. Not at all. The Scratch Sheet gets the same 


information. In the Scratch Sheet, you will find 
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the scratches, and the official times, which are not 
available until about nine o'clock in the morning. 

For instance, I will give you an example. 
Here (indicating) is a race at Saratoga, in the first 
place there are 18 uorses, of which 6 definitely will 
not start. That will not be information available 
until about nine o'clock in the morning, and it is 
not published by us. it is published in the Toronto 
Telegram and the Toronto Star, which receive it from 
the Associated Press. I saw it in the two local 
papers yesterday. 

@. You mean, it is about noon when the next 
paper comes out? 
A, Yes, but that is still before the races start. 

we They do not come out until some time after 
eleven o'clock? 
A, The deily newspapers? 

Q. Yes. 
A. I do not know what time they go to Press. In New 
York they come out much earlier. The iiew York lorld, 


and the New York Times come out about ten o'clock, 
BY PR. JANZS: 


we You think this information only goes to 


these racing sheets? 
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A. Ve jo not have any information in there, which 
anybody could distribute for the »ur pose of dissemina- 
ting information for any purpose. It is for the 
peonle to read for their own purposes, 

«» BVen if they get it in the morning? 
A.  e€ do not oublish a scratch edition. 

ue If they got the information you publish 
here in the morning, before it came out, they could 
use it for betting? 
A. If a person is interested in betting, he could use 
it for betting. If a man is interested in betting, 
he uses it in the same way as he would if he read a 
story, that a certain pitcher will pitch for the 
Toronto Maple Leafs. For instance, he inmay read in 
connection with the Dodgers, that Newcombe will pitch. 
He knows that Newcombe is a great pitcher, and that 
may influence him in his actions when Newcombe is 
pitching for the Dodgers. He will say, ' ith Newcombe 
oitching, I think the Dodgers will win to-day", and 
he cam bet on the Dodgers. 

QW. 'e are discussing horse racing, not baseball. 
A, Yes, but there is a similarity, because there is 
more money bet on baseball tnan there ever will be 


on racing. 
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we Te are trying to investigate the illegal 


betting, and trying to find out where tnat information 
ceme fron. 
Ais  € Supply no information of any kind to any 


illegal source, directly or indirectly. 
BY TH saCTInG CHaIR.Ah: 


ide You have no connection with them? 


me NO. And 1 am giving that to you under oath, 
BY ih. JOLLIVPL: 


de Lt understand your company has no connec- 
tion with the Continental ‘ire Service? 
A. lone whatever, 

we You said thatnone of the eteb nus had 
any connection with it‘ 
A. Up to 1939, yes. That is roughly about when they 
disassociated themselves, wince 1939, there has 
been no association whatever, directly or indirectly, 
nor could eny person working for us -- if we found 
out any person employed by us wes supolying informa- 
tion to the Continental, they would not work five 
minutes longer, 


Wm. . JOLLIF¥YE: I think in order to get this 
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 9icture in the proper oerspective, I had better read 
to the Comittee what the .efauver Committee said 
about that, i.r. Chairman, since this matter of 
news services seens to be very important, and since 
both the Racing form, in its own way, and the 
Continental "ire Service, in its own way, have 
operated in Toronto. 
At Page 150, following what I read a few 
minutes ago, it goes on to say: 
In view of the great importance of the 
wire service to bookmaking operations, 
throughout the country, and in view of the 
fact that the wire service is one of the 
means whereby organized crise siphons off the 
lush returns from bookmaking, the committee 
feels that it is necessary to retell the 
story of the Capone mob's influence on 
the wire service which appears in its second 
interim report. 
CONTINENTAL PRESS SERVICE « 1.UNUPOLY 
As stated in that report, the committee 
is of the opinion that the Continental Fress, 
which has a monopoly of the transmission of 


gambling news throughout the country, is not 
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fully controlled by wdwarc i.cBride, its 
nominal owner, or by Thomas Kelly, its 
general manager, but is substantially 
influenced by the gangsters who constitute 
the Capone criue syndicate. «as a corollary 
the Capone syndicete has the vower to 
dominate bookmaking operations of any size 
throughout the country. 

The racing wire nei.s service first 
assumed im>ortance under the ownership of 
li. L. Annenberg, some 30 years ago. 
annenberg had been circulation manager 
for several large metropolitan newspapers 
and nad likewise interested himself in the 
distribution of racing news pnublications 
known as scratch sheets. These scratch 
sheets contained information with respect 
to various aspects of horse racing w..ich 
was intended to guide prospective bettors. 

He conceived the idea of establishing 
a telegraphic news service which would carry 
over the wires fast and accurate infornia- 
tion on racing for bookmakers and, with 
the big daily news distribution loops as 


his model, set up his own method of racing 
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news coverace. 

In the days when Annenberg, now deceased, 
was building newspaper circulations, com- 
petition between daily papers in metropolitan 
areas was intense. it was the era when 
newspapers were numerous, Since then many 
have become defunct and many others have 
been merged. The fight for circulation wes 
a rougn-and-tumble affair. OCften violence 
was resorted to in order to mt down the 
circulation of a rival journal. Obviously 
many of those \sho participated in the 
circulation wars were strong-arm individuals 
to whom street brawls for control of news- 
stands and distribution outlets were every- 
day affairs. 

To obtain the news from race tracks 
yes the first problem of the new wire service. 
some track owners were willing to sell 
the exclusive privilege of reporting from 
their enclosures to the ae service which 
Annenberg named Nationwide News Service. 
However, some tracks were unwilling to 


co-operate énd here it was necessary for 
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the news to be purloined. for this 
purpose it .as only netural for Annenberg to 
employ soe of the individuals who had been 
associated with hii in the newspaper- 
circulation wars. Crews were formed to tele- 
graph racing information from some point 
near the track, if not inside it, to a 
central location in Chicazo, whence it was 
relayed to other distribution points in the 
various states. From these latter suv- 
centres of disbribution local distributors 
furnished it to bookmakers, 

annenberg and his principal associates, 
including James A. Ragen, Sr., not only 
controlled hationwide in Chicago, they also 
apparently owned controlling interests in 
the suboutlets which in turn purveyed the 
racing information to the bookmakers. The 
profits accruing to the owners of this 
system were enormous, 

Oli SUCDISTRIBUTOR TiciCaL OF abl 

In view of its limited time and 


facilities, this committee was unable to 


study exhaustively the various subcentres 
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that constituted the »rovincial capitals 

of tne old annenberg empire but to complete 
its stuay it was considered necessary to 
make a detailed investigation of one typical 
point and for this purvose the committee 
selected the Pioneer hews Co. of St.Louis, 

a relict of the old annenberg distributor- 
shio. 

The testimony shows that Annenberg, 
Ragen, and one sl hruse of Chicago owned 
50 percent of the stock of rioneer News 
Co. when the latter was an affiliate of 
Nationwide. 

Their participation in the business was 
not active but another liationwide associate, 
William tiolasky, who then lived and still 
lives in St.Louis, was their representative 
on the spot. There came a time in 1939 when 
Annenberg divested himself of all his interest 
in the racing wire news service, at about 
the time when the Internal Revenue Bureau 
opened an investigation into his income tax 
returns, and the Department of Justice began 
investigating his «onopolistic control of the 


Wire service. Molasky purchased the entire 























BTL WS LORL OT | Saag HY GT LIBS 7BAT 7 
A << vary Pars re | \ ? % a arp x yoy tx. et ws 
SOLON? OF FO oer eae prodlnnst 9 61 Pos 3 ae Re ao 


“OF TE SsRon saa nated « WEE Sa a Wile G2 d 


fsotays eno Bo netils overt: Sealfesteb 8. olen 
~ ere FL 5 BAI SRO EOL Siald wal Dse-Stkeor 


i CAM ‘ nics oe G8 oti Omg \ “Te PW. « oid to Ss Igo Toe 


{ : ree fe See _ aw pe b , e+ | “be wa bP Pe ‘ 
dio to a DO SES Rael DLO: se SOs ee 
a ez 
*. el t) 
ae oe ee yada iat ee eee eee | 
A ry IRIS CAA WoL eB or oe Aster: L Wien a ap oko Ase ; 
ies’ T , y oe treme oy ¥ 
aS mf fa “9 ne s Li ae aa x f < si ie « gol Laos 
S - on he - 
ws: “ey ety u ye age &. Das orec¢ Os 
x ae 
. 
r « » sd F “ i, 
3] Pe UE Lee it od rsa SBE Bi Rs, Tal. ve Cia 
wi 
‘ j 


ee ee ee ee ee Be caters . 4 
aiifouae s SDIWNS £2ha GRATORs gue vides ton 


a ae * Gh une eo sf ‘ wu TPR 
i273 Dte DEV £3 ASL? aay eVARBL QUE: Be LAL Ss: 


. us me oh ae 5 tee TM ay + F + a ert 
FISSSAGED rc} er TLS ti0 2 io CRU he ni S8Viw 

Pet leew Ce be i Pa) ee T bree ad 
at. Every “f Cry £T A?) Bte T = ea mye ia "yt Ald . Pet ile * a | Be AG 


agian? @efd Tin te Bleen Fo Ded the Wty, Bote canons 
ose da \eoivies ewen eaiw soiser sad Tt 


Wasadh eunevel Jeneetal eit aeaw amis eng 
Xad eaoont el odnkh sotteabiaeval a6 barsqo) 


‘neuved eo iteul io #nouiaseed “ate bos Sein hiril 


at ko Léntion- siceliogotol eid. aunties ss attire 


Ji) 


one we ais wang 


iu 
c hy { 


1870 Perlman 


Annenberg interest in the Pioneer News Co., 
for »1.00; its actual value had no relation 
to the nominal purchase price. 

Annenberg's dissociation with the racing 
Wire news service was complete. He did not 
attempt to sell it to anyone or to realize 
any salvage from it; he simply walked out. 

At that same time Ragen was also under 
indictment for violation of income-tax 
regulations. Ragen turned to an old friend, 
an associate of the newspaper war days, Arthur 
B. McBride of Cleveland. licBride was, like 
Ragen, a veteran of the vicious street battles 
for newspaper circulation. Moreover, Ragen's 
man Friday, Thomas Kelly, had been married to 
McRride's deceased sister. 

It is one of the amazing aspects of 
this whole story that without .ny break in 
the service, without any dislocation of the 
facilities used in the entire process of 
obtaining racing information, legitimately 
or illegitimately, from the race tracks and 
Without any disruption in its distribution, 
one man stepped out of this complicated 


business and another man took it over without 
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any formal transfer or without the passing 
of a single dollar. 

It is hardly believable that no one 
else made any attemot to acquire the race 
news wire service either by purchase or 
by force. It happened just that way. The 
old management closed the door and a new 
management walked in and sat cown and. 


started operating." 


Q. Have you any comments to make on that? 
A. Yes. I would say it is very significant that the 
Kefauver Committee, after all these investigation 
came to the conclusion that Annenberg disassociated 
himself with this, and walked out, and had no connec- 
tion with it. 

I certainly hope that going back twelve 
years will not be used as any innuendo whatsoever in 
this present investigation. ‘hat you read -- 

Q. I read it all because I thought you 
should have the whole picture. 

A. Yes, the picture is, he walked out. But the important 
thing is what has happened since 1939. ‘ve have no 
relationship with this business or with the people who 


run it, and that is what I am here to tell you. 












Je Wis 


- ie . F ' re 
d =i bs . ~ = “ 2a ~ : sytea yt > 
AS : oth) aad S Yu Lit S90 od v"T322 wt DW SV i3 
+ alt o 
; an - Ps z ~ = 
is a * 
. ae 6 — pane oe 
ety Joke OS ey; & Ja oO ses ar 
# C2 
' . 








Py _ 
ity as et Let rl) Dee Law Py 
: jee oo lh oe a Na 
’ ot a 4o peseeste 
iar RITE Y sfewe DPostoga 
ot See 
eis 3 
es a he 
h), Svea AISSMHOD YAR Oy Pay Rak . 
Tac Soh 
3 


0 


(T° ~48SEos Ss. 








fecd 3 tinaté VISV eel. v2 
x . p tne rob ¥ 
- = . od 4 + Sa cee 4 ue i, 
okiaatsaeavai sore [is tetis “.seIT TAO? SeVibac 
; - 
: iis eysdasama. tald mofeulsaos Sav Oy SMS, 
¥ TEPC 5 
Sal « ~- é « e 
} i ; SBtIon Si Tt 
7 
gy "Ls? Cigavsz ; Srereiar= o Od 
245 { yao 
‘ Be a 
iY ia LD senaved 
Rie pee ee ; , ; ’ rp 
: surigta elodw’ ony avad bigods 
- sO TE kt ie ele 
JBN wr UE U0 bosltlew on .8f Sm yosg Ord BOY. + , 
7 a 2 » *) BS ne nh: . . 
: " Ae pe aS -~ t a 
a. 89 >” (O89 ponte banbagel sam Janke ef ertmy, 
i ae 4 a. * = 7 7 


5 , > 
is ae 


od afgosa git Avee to eseateud erag ‘figlv oe oI 
coun Y - a 7 

ek sand 

2 - — 


¢ 7 


wey List of 8786. is i J ait 


- f : 7 2 


-_ 









1872 Perlman 


Q@. Did you not say that the Racing Form had 
been officially recognized by racing commissions since 
1936? 

AS a> 1S correes, 

Q. Between 1936 and 1939, when the same 
ownership was involved in what is now the Continental 
service?’ 

A. That is correct, except they were two separate 
enterprises, because the Enquirer also was published 
by Annenberg. You can cast the same reflection -- 

@. I am not casting any reflections at all. 
I am getting at the facts. From 1936 to 1939 one had 
the official recognition by the Racing Commission, and 
the other did not, but it was the same ownership? 

A. We are not here to investigate what happened in 1936 
or 1939. le are here dealing with the facts to-day. 

I say this is completely irrelevant, what took place 

at that time. I think it is unfair, because it casts 

a reflection, whether you intend it to or not. The 
reflection is there, and I think personally, it is 
unfair, and I feel very keenly about it, because I 
think we are one of the most scrupulous organizations 
on this continent, and by reading that into the record, 


the implication is that we are in it now, when we are 
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not. It says definitely that ir. Annenberg stepped out 
in 1939. This is 1951 -- twelve vears later. If a man 
does something twenty years ago, and has since become a 
reputable citizen, you should not try to throw back at 
him something that he did before. I think it is com- 
pletely unfair, and I am surprised you did it. 

@.e I did not quote from this report; you did. 
A, That is right. 

Q@. You quoted one or two sentences, and so 
there would be no misunderstanding, I quoted from the 
report, end I think you did withdraw your suggestion 
that I was unfair. 

A. I.refuse to withdraw it, because I think it is 
unfair, because the important thing you are trying to 
deal with is not what we did in 1936 or 1939, but what 
we are doing to-day. I think it is unfair. 

You are interested in knowing whether we 
have any association with the wire service. \.e do not. 
The fact is, that in 1939 we did it, is of no import- 
ance. The only thing is that the hefauver Committee 
very definitely said that Annenberg stepped out of it, 
and disassociated himself with certain people, if you 


are interested in facts. 
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BY 1s GRUKMETT: 


Ww. Une of the important things is the 
reason for ir. annenberg's withdrawal in 1939. 


A. No, you are not investigating 1°39 -- 


iiR. JOLLIFFP2: 'e are entitled to investigate 
1839 if we want to. 

A. L am entitled to my own opinion. 

We |e are not interested in your opinion at 
all. You came forward and have given answers and 
information which we appreciate getting from you. ‘ie 
are really not interested in your opinion. lie are 
interested in the fact that you say there is no connec- 
tion at all between your con any and the coiltinental. 
You have testified there is no connection, and it may 
well be quite correct. It is, however, quite relevant 
that at one time there was a connection, and you have 
no right to suggest tnat is not a fair fact to bring 
out. it is very relevaht and very interesting, as fer 
as I am concerned. 

A. It would be unfair if you investigated the Canadian 
Pacific Railway, and found that some verson who was the 
Presidenb of it one hundred pair ago, did something 


wnich wes wrong. 
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MR. CHAIT: ir, Chairman, if there is any 
question as to whether there is any conection, I 
would like to be sworn, becéuse I think I have a little 


more knowledge of it than ir. Perlivan has. 
THs saCTING CHatmsaN: “e can consider that. 
BY ike Jals: 


@. I would gather, from reading this report 
down further that there was a question in the minds of 
the Kefauver Committee, when ..cBride took over: 

A. One of the most significant and the most »srofound 
facts is that the .efauver Committee must have been 
completely satisfied, because they did not call us. 
Surely, if this hefauver Committee, with this vast 
investigation which lasted for months and days -- if 
they thought this organization was in affiliation of 
that kind, they would have called upon us for that 
information. 

Q. Certain wenbers thought it was hopeless, 
probably, that you had covered your tracks too well: 
A. That is an insinuation. 

Q. I have a feeling that the iefauver 
Committee thought that i.cBride represented your firm, 


in carrying on the business. 
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A. That is an inference which is entirely erroneous, 
and is without any justification. 

Q. It is right in here (indicating). 

kik. CHAIT: way I be sworn, if there is any 


question about that? 
THE aCTING CHAI£Ni «al: Is there any objection? 


WR. GRUMA.ETT: after we finish with bir. 
Perlman. 

iR. CHsAIT: If there is any doubt in the 
Committee's mind, I would like to be sworn. Otherwise, 
I would not want to take up the Committee's time. 

THE ACTING CHAIR? AN: \e will be recessing 


very shortly. 
BY WR. JOLLIFFL: 


&. Lf do not think you should get unduly 
excited in regard to questions which may appear to you 
to contain implications which are painful to you. \‘e 
are trying to get at the facts. 

A, That is a challenge to my veracity. 

we No one is challenging your veracity. As 
I understand your evidence, you were not connected with 
this Company between 1930 and 1939? 


A. That is right, but the point is that I want to com- 
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pletely dispel any inference or any idea that in the 

last few years -- certainly not in the years I have been 
associated with this company -- as a publisher of this 
newspaper and of the rhiladelphia inquirer, neither 

this paper nor the Philadelphia paper has had any 
relation whatsoever witn them, or with the news they 
dissemiate. I know we have had no connection whavsoever, 
and no individual associated with us has had anything to 
do with it. 

If we found out we had any person who was 
connected with it, he would not be employed for five 
minutes. 

Q. You are not the owner’ 
ii. No, but Lf am in complete charge of the overations. 

@. You cannot testify as to what other 
interests, the ownership of your company may have? 
m, .t16S. In this respect, I can. 

4, How can you? 

A, Because lir, Annenberg and I are very closely associated, 
and I know what l‘r. Annenberg's opinion is; in fact, I 
operate under his instructions in relation to this. ie 
nave leaned over backwards to make sure that nothing ever 
happened which would embarrass this company in relation 


to the wire service. It is completely under the instruc- 


tion of lr. Annenberg, who would not countenance that for 
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one moment. 

He spoke to me when I took this job, and told 
me if I found that any »oerson in the employ of the com- 
pany had any connection direct or indirect with the wire 
eervice, or gave any information, even of the most 
innocent ea he could be discharged immediately. 

Ge You are referring to the Continental 
service’ 
ie wav is right, 

Q. Is it fair to infer, wr. Perlman, that 
Continental now is something of a rival of yours? 

A, None whatsoever. ‘’e are not in the business they 
are in at all, not in any shape or form. \e are not 
interested in that type of business at all. ‘e do 
not sell that type of business. 

we ‘hat do you mean by "that type of 
business"? 

A. Ye do not sell fast service to newspapvers or others. 
We do not supply that business for anybody. They would 
be competitors with us if we were trying to sell racing 
service to bookmakers. But that is completely wrong. 
I have no information other than the Kefauver Committee, 
in regard to what I have said as to the way we do our 


business. I can only give you the evidence that we 
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are in the publishing business, and they are not. 

Q@. Some of their affiliates are in the 
publishing business’ 
A. hot of a type that is any rival to us, other than 


any newspaper. 


BY i.R. JANES: 


We It is a peculiar thing that itr. lcBride 
stepped in, and ir. annenberg stended out, and there 
was no money changed hands. 

A, That is part of the settlement that was made in 
relation to the income tax, and i.r. Annenberg had to 


completely withdraw from this wire service. 


BY «eR. JOLLIFFE: 


Q. That was back in 19397 
a That is correct. 

Q. At that time, in 1935 and 1939, was the 
Racing Form being published here’ 
A. Yes, I think the Racing Form has been published 
here since 1923. 

Q. Vith a similar arrangeinent as to the loops? 


A. I have no information whatsoever on that. I had 


no association with that company at that tine. liy 
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association with the comoany only dates back to 1943. 


BY mk. GRULLOTT: 


we have you any inforsation as to the growth 
or decline of the cirulation of the Racing Form? 
&. Lt have not it with me. I could obtein it, of 
course. J would say the increase has been at about 
the same ratio as the daily news»vapers. 

Q. hat is your circulation to-day? 
A. In Ontario to-day, I cannot tell, but I think it 
would be approximately 5,000 a day for the whole 
country. That is, our total circulation. 

@. 5,000 only of the Daily Racing Form‘ 
A. Yes, the only paper we have. 

Q. You maintain that is the circulation you 
have? 


A. Approximately that. 


BY isk. JOLLIPFE: 


@ Are you sure about that, ur. Prerluan: 
A. That is in Canada. 

QW. Your Daily Racing Form is, in fact, the Canadian 
Ldition? 


A. Yes. 
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We You say its circulation is -- 

A. i say aporoximately 5,000. That is pretty close. 

yw. At 35 cents a day, your market is a little 
limited. 

A. It is, I suppose, excent we make the nublic pay 

for it, instead of the advertisers. 

Q.. You do not carry much advertising‘? 

A. Our advertising is chiefly from breeders and race- 
tracks who advertise race .i.eetings. There is sone 
general advertising. ‘e do not g¢0 into it much, because 
we have a limited capacity of our presses here, limited 
to 32 pages. 

Q. Can you tell me this, lir. Perlman; how does 
the circulation of the Canadian edition compare, for 
instance, in January, with the month of June’ 

A. It is much lower. As I have’said before, we have 
always operated at a loss in the winter-time. It is not 
very much, but we have lost money from the time the 
racing closes in the fall, until the season opens again 
in Nay. 

(4« How much lower? 

A, Oh, aporoxinately 50%. 

@. That is also an &aporoximation? 

A. Yes, of course when 'oodbine is running, our circula- 


tion goes up to £,000 or 9,000. “hen there is racing 
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ini thescity of Toronto, it goes up a little. 


BY iuR. HOUCK: 


QG. mur. Perlman, I would be very much interested 
in knowing your opinion of le;clizing book-making’% 
a. I have not come to definite conclusion about tnat, 


but I will give you some observations. JI would not 


= 


want you to take this as my final opinion. osbut 
think a great deal of consideration should be given to 
it, for this reason; that the history of crime in the 
United States -- and to some extent in this country -- 


certainly dates back to Prohibition -- 


BY i. JOLLIFFL: 


@. You mean there was no crime before orohibition? 
A. Not to the same extent. Organized crime in the 
United States apparently started witn Prohibition. 
In fact, these racketeers and mobsters were all relics 
of the Prohibition era -- 

@. Oh, no, are you sure about that? 
A. They were relics of the rrohibition era. 

Q. Did you ever hear of the Tweed gang? 
A, That is political corruption. This is not that. 


Q. That was a form of crime which was very highly 
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organized. 
A. I think it is v-ry definitely accepted as a fact 
that the Capone era wes certainly created by Prohibition. 
» Ghink it was definitely »roven that you cannot legis- 
late people into morality. If the people want to do 
something -- if you pass a law which is contrary to the 
wishes of the people, the people will not follow it. 
The legitimate people will not enter into the spirit 
of the law, and you provide a big business for criminals. 
That haopened in Prohibition. 

In Britain they had a special Royal Commission 
to investigate betting there, and their conclusion was 
that in England, because there was a form of legal 
betting, it did not create crime, and their recommenda- 
tion was that they should continue it on a legal basis. 

I think a lot of thought should be given to it. 
I have not made any final conclusions. In fact, I have 
always been opposed to it, but I think some considera- 
tion should be given to it, but the bookmaker does not 


make the bettor; the bettor makes the bookmaker. 


THii ACTING CHatRiwwh: It is now about one o'clock, 
and the Committee will adjourn to re-convene at 2.30. 


---The witness temporarily retired. 


---"hereuponAt 1.00 o'clock p.i., the further proceedings 


of this Committee adjourned until this afternoon at 2.30. 
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Aum fear Ne Oo OON Se. ee Be 


Toronto, Ontsrio, 
Tuesday, July 24th, 1951, 
peov O'clock P.M. 


The further proceedings of this Committee 
reconvened pursuant to adjournment, 
All parties present. 


Same appearances as heretofor noted. 


THE CHAIRMAN: I will call the meeting to 


order. Mr. Perlman, will you proceed? 


JOSEPH SAMUEL PERLMAN 


A witness previously heard and now recalled, 
who having been already sworn, continues his testimony 


as follows. 


THE WITNESS: I am Mr, Perlman and I testified 
this morning, and am back again to resume giving the 


evidence. 


MR. JOLLIFr&: The Hon. Attorney General, 
(Mr. Porter) did not have the advantase of hearing 


your testimony. He does not know what he missed. 
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THe CHAIRMAN: I will not ask you to go all 
over it again, because ve will have the opportunity of 
reading it. 

BY THE CHATRAN: 

Q. You were making a statement? 

A. No. “ell, I made an oral statement, and then I was 
subjected to questioning, which I think lasted for quite 
a while. 

THE CHAIRMAN: Perhaps there may be some 


further questions, 


MR. DOWNER: I undestand there were some 
questions this morning. Unfortunately, I was absent 
this morning. I am very sorry about that. But I under- 
stand there were some questions this morning about the 
paper, as to why it was published when there were no 


races running in Ontario - during the winter time. 


THE JIINSSS: Yes. That question was asked 


of me. Shall I repeat my answer to that? 


BY MR. DO JNER: 

Q. Yes, if you please. 
A. For the same reason that all daily newspapers publish 
racing news from outside per when there are no 
races here. 


At the present time, I think that all of the 


nae ot 





as 


eee sooo ive. a tbe4, + ter Dak oa > 


i nite Rik 















eta et. yao otedd' eneeene aA ante Meh 4a 
NT ate . . We oe 
eee UD rem cree Cn oreo Mo) 1 ‘en ~ fio teeny Se 


‘ 


- 
og 


moe orem oxhdd basteobuy 7 * lig ‘ti hee 
‘aaeta Meme t peter aii mere ‘abate out eal : 
ono pat hues a tals ei ade aio: Now A eaegalm 
‘og tueds Anidted Bar rae Gilt aati! ues dee. coedt 
. Sloger lon eet “nea: Bate t tony: dn! ah aie on “ 
Volts ethan By aes. Si sei 8 ~ ‘olnsi'n0" ee. aatenn, 96 | 


SGOT tess “ts 


2h a ito hoa oe pay A, Pans 
hedes BAY notd sue “feat | “est hee 





Hetidug att agaqe wen etter. 16 sail ao 
Of ae on tt wont shoes aoe shbaduo 


1826 Perlman 


Toronto newspapers are carrying news from a number of 
the major racetracks in the United States. When the 
Untario season is over, they continue to publish entries 
and selections and néws of racing in the United States. 

It is a matter of news, and, as I pointed out 
this morning, we do that as a service to the people 
interested in thoroughbred racing. 

Q.- Would it not be that the newspapers report -- 
and your paper reports -- would be only of value to 
those who are betting? 

A. I went into that in great detail this morning. I 
cannot accept that, of course. Because we have only 
One purpose. Our intention is to cover racing with 
the utmost integrity, and vith the greatest volume of 
news, and the finest reporters we can get. 

Q. in other words, you only sive a little 
detail as to the background of the horses, the weights, 
and that sort of thing? 

A. ‘Je are doing the best that has heen done any place 
in the world, and we contribute a great service to 
breedeis and owners. 

Q. Do you think the people would buy this 
paper if they were not interested in betting? 


A. Would they buy the paper? 
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Q. Yes. 
A. I do not really know. I do not think that is a 
question I could answer. 

The only thing I can say this pertains to 
all news published in the newspapers in relation to 
sports. The intentions of the people who read them may 
be entirely different from the intentions for which the 
nevspaper is published. 

Q. In my humble opinion, there is no real 
value in this paper when the races are not running here. 
A. To a man interested in racing, it is of great value. 
A man who is interested in baseball likes to read about 
it all the year around, and the man interested in racing, 
and news concerning racing, finds that racing news in 
the winter time is of equal interest to him, All the 
newspapers in Toronto accept that fact. All the great 
papers in the United States do, the New York Times, the 
Herald-Tribune, and others, and they publish charts, and 
they expect that if a person is interested in racing in 
the summer time, he will be equally interested in the 
Winter time. This is news because he is much interested 


in what is going on, 


BY THE CHATHIMAN : 


Q. Does the circuletion of this paper remain 


constant 
fairly /shroughout the year? 
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A. No, I would say it is fifty percent. higher in the 
winter time than when racing is on in Ontario. 

Q. The Sporting News publishes all the 
year around? 
A. Yes, and they eubiioh baseball results no matter 
where they come from, The box score of a baseball game 
is no different than the chart in a Racing Form, It is 
used by people for betting purposes. 

If you report in the newspaper that "Joe" 
Demaggio has hurt his ankle, that is information which 
could be used for betting purposes, by anyone who would 


be interested in the Yankees. 


BY MR. DOVNER: 

Q. Where do you get your information and 
results? 
A, I went into that this morning. ‘Ve get it from our 
own Wires, but not with any great speed, because we are 
not interested in fast service, All our papers are 
published in the evening, and we do not publish any- 
thing until everything is complete. 

The results are sent in race by race, and 
it takes from twenty minutes to half an hour to ccrpile 


the chart, and send it over the wires, 


BY MR. JOLLIPFYE: 


Q. How do you get the California results? 
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A. When we go to press, you may have noticed we only 
have one or two California results. The rest of the 
results are published the following day. They are a 


day late. In fact, sometimes they are thirty-six hours 


late. 

Another point I would like to mention is 
that in the winter time -- perhaps not to any great 
extent -- but you do have people here who send their 


horses west, and they are much interested in the news 
from the west. 

If a person is interested in racing, he wants 
to read about it, as much as any person interested in 


any other sport. 


BY THE CHATRMAN: 

Q. it would be very much like other papers, 
for instance, the hockey news? 
A. That is right. In the United States, on the basis 
of the evidence I gave this morning, the newspapers 
there -- I do not know to what extent it applies here -- 
but over there they publish information on every sport 
played, on boxing, golf, hockey, baseball, and even 
tennis. 

I quoted from the New York Times this morning, 
that the United States Golf Association in the United 


States brought out the fact that one of the great 
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problems they have is organized gambling on golf. And 
if a person gets news as to how the golfers are playing, 
that is information upon which he bases his action. 

I should very much to like you to read my 
testimony, because I was so emphatic on one point with 
which I am mostly concerned, and that is, the fact that 
our organization has not the faintest affiliation or 
association or any business connection whatsoever with 
eny wire service. That is a fact I came here to tell 
you, and I will submit myself to any amount of question- 


ing to dispel that point. 


BY MR. JANES: 

Q. I am informed by the police that they 
only know of one book on baseball or any of these other 
sports, 

A. Then they are not very vigilant. You should start 
an investigation as to why they did not find out more 


than that. 


MR. HOUCK: I think they have more of that in 


the States, than they do here. 
MR. VILLENEUVE: Yes, I think that is right. 


THE ‘VVITNESS: I have gone to the Maple Leaf 


Gardens, and have seen about $20,000. changing hands. 
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BY MR. JANES: 
Q. They were not bookies. 
A. Oh yes, they were. When you see one man taking all 


the bets. 


THE CHATRMAN: You must have been in the 


wrong corner, Mr. Janes. 
MR. JANES: No, I do not think so. 


THE WITNESS: Have you been any place in the 


city where you saw a man making a bet on the horses? 


MR. JANES: I am not that stupid not to know 


what is going on. 


THE WIINESS: Unfortunately, in racing -- 
because there is a legal aspect to racing, the situation 
has become very distorted, and racing has become the 
scape goat and I feel fery keenly about this, and I 
think my feelings areShared with people on the legal 
side of betting, but fertainly not the illegal end of 
<i 

Q. I have never noticed anybody taking bets 
on hockey games, but when you go to horse races, you 
see everybody making bets. 

A. You do not have organized betting, that is true, 


You will admit there is betting on fights, and other 
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forms of sports, but I defy you to find where it takes 
place. You must not forget that this business is 
clandestine. People who do it, do it in a very quiet 
way and if you looked at them, you might think they were 


saying their prayers, 


MR. GRUMMETT: They might need some prayers, 
too. 

BY MR. DOWNER: 

Q. if this information was not in favor of 
the betting public -- or the public generally -- then 
they would not have the information and they would not 
be able to bet, and it would cut down the betting con- 
Siderably. 

A. I think it goes deeper than that. If you did not 
have any hockey games or baseball, and no racing, you 
would cut down the betting. The only way to eliminate 


the headache is to cut off the head. 


BY THE CHAT RVAN: 

Q. What is the head? 
A. If you want to eliminate anything, you have to 
eliminate it all. You cannot stop betting, The biggest 
problem they have in the United States is the numbers 
game. The only way you can close that up, is to close 


up the stock exchange, because these numbers are based 
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on certain combinations of humbers from the stock 
exchange. 

Q. It is not our business to consider ways 
and means of stopping betting; it is our busine ss to 
consider ways and means of strengthening the arm of the 
law in dealing with illegal betting, which is quite a 
different thing. 

A. In my opinion, you cannot solve that problem by 
creating a censorship over the reporting of legal ac- 
tivities, That point has been discussed and gone into -=- 

Q. iI would say that is @ very sound point. 
That is the way it strikes me, 

A. It goes very deeply -- 

Q. But that is quite a differcnt thing from 
the service rendered by some of these wire services about 
which we have heard here. 

A. That is very true, 

Q. Which could only have one purpose. It 
would not be in the general interest. 
A. That is correct. 

Q.- if was for one purpose, and one purpose 
only, and the inference seemed to be that it was probably 
used for the illegal betting activities. Without that 
wire service, the illegal betting would be limited, to 


a very large extent. That is the picture which was 
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painted here to us, 
A. That is right, and that is the picture which the 
KLefauver Committee found and upon which they based 
their ultimate recoumendations and legislation. They 
left the newspapers and the legitimate news services 
strictly alone, 

In fact, I think the attitude of the newspapers 
in the United States in relation to that is very well 


put in an editorial, which reads as follows: 


A Bill aimed at hampering bookmakers' 
operations by prohibiting interstate transmission 
of gambling information about horseraces and 
dog races was approved last week by the Senate 
Interstate and Foreign Commerce Committee, 
This is a dangerous bill regardless of the 
high ideals and motives which prompt it. 
This legislation would be an outright in- 
‘vasion of our cherished freedom of information 
aid freedom of news transmission in this country. 
It would set up barriers at state lines prevent- 
ing dissemination of news across those invisible 
borders which legally could be disseminated within 
the state. 
It makes little difference, in our opinion, 


what type of news is prohibited. In this instance, 
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it happens to be gambling information, It 

might just as well be a ban against interstate 
transmission of stock tables, or commodity 

market date, or Federal Reserve figures which are 
used in some places as the basis for payoff in 
the numbers racket. 

The point is that one category of news will 
be classified as taboo -- untransmittable from 
one state to another. Once we start to classify 
information erecting barriers against different 
categories then we will have taken a big step 


toward destroying the First Amendment", 


I think that is basic. We do not give the 
public any information of that kind, We report only 
what happens at the racetrack, which is a legal activity 
and the greatest sport, to my mind, and in the minds of 
many citizens in the world, including, in the British 


Isles, the Royal family and the Prime Minister. 


Tri ClATRMAN: And including, no doubt, some 
of the members of this Committee, although I have not 


been able to find out which ones. 


BY MR. JANES: 
Q. The informa tion as to which are the best 


horses, would be good information -- which ones are 
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going to win. 
A, I would not call that "special". It is accepted 
by every newspaper in this country as news. It would 
be special if we published it, and other people considered 
it as taboo, but even that ould not be final, because 
the opinion of what is news differs with different 
papers. I see stories in the tabloids very often which 
consider 

I do not particularly jas news. 

BY MR. DO.JNER: 

Q. Are the scratches listed in your paper? 
A. No. We come out fully fourteen hours before the 
scratches, jockeys, or anything like that. ‘Je disseminate 
no information to any group in the province of Ontario. 
iiverything we get is used entirely for publicetion in 
the Racing Form. 

Q. ‘So there would be no serious objection 
if none of the lists of scratches were siven out? 
A. I can only answer that by saying we do not do it. 
That does not mean I have any objection to it. If we 
decide to publish a morning edition, we would do it, 
as all the papers in Toronto do. I think the list of 
jockeys is no different than publishing the line-ups 
of a baseball team. 

But I have a great objection to racing being 


treated any differently than anything else. It has 
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Supervision such as no other sport has. The province 
of Ontario derives a great deal of revenue from it. 
I think the ideas of the Racing Commission are good 
ideas. They are supervised very well, and are making 
changes which are for the benefit of the sport, except 
in one point, and that is taxation, which is too large 
a percentage of what is takan in. 

The important fact is not that a man bets 
G100. but that you take $20, away from him before he 
bets. I think the taxation in this province is much 
too high in relation to the revenue, because statistics 
in the United States prove that increased taxation 
reduces the volume of betting, and the public still 
pays as much but they have much less chance and there 
fore, the state derives less benefit, 

It gives to the bookmakers a great advantage, 
because the bookmaker has the same advantages as the 


racetracks. 


BY THE CHAIRMAN: 

Q. in other words, if there was no tax, 
the bookmakers would disappear? 
A. That is very profound. If the people could pay 
é10. admission to a racetrack, that would pay all the 


expenses, and there need be no taxation. 
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BY MR. JOLLIFFS: 

Q. Do you happen to know what the population 
of New Jersey is? 
A. I am not sure, but infelation to wagering, you 
would not have a good point, for this reason; that the 
bulk of the betting at the racetracks in New Jersey 
comes from the city of Philadelphia, which is in the 
State of Pennsylvania, and which has a very large 
population from which to draw the crowds, 

Q.- I do not know that you do know what my 
point is. I would not think it would be very different 
from that of Ontabio, but New Jersey appears to get 
more money out of racing than Ontario. 


A. Because their volume of betting is far greater. 


BY THE CHATRIAN: 

Q. Some of the racetracks in New York -- 
A. The point I want to make is why the racetracks 

much 

get Be AOS VETS « For instance, Garden State Park, at 
Camden, handles one and one-half million dollars a day, 
aoe the largest percentage of that comes from Phila- 
delphia, with probably a eboxreeiun of five million or 
more. 


Monmouth Park gets seventy percent. of 


their people from New York, and Atlantic City draws 
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‘people from both Philadelphia and New 1Ork, end in 
Florida they get ninety percent. of their revenue fron 
people who visit the State of Florida, Miami Beach and 


sO) On 


BY MR. JOLLIFEL: 


QW. How many tracks are there in New Jersey? 
A. Three and they have a total of about 150 days of 
racing. 

WG. Three tracks and 150 days of racing, and the 
State of New Jersey is getting nearly twelve million 
dollars a year? 


A. Yes, and their take is only 12%. 


BY TH: CHAIRMAN: 


@. That is taxation, plus the take of the track’ 
A. The track gets six percent. and the State gets five 
percent., and then there is the breakage which amounts 
probably to another one percent. 

Q@. There is a much larger population? 
A. Yes. But in New York they used to take ten percent; 
they increased it to fifteen percent., when they gave 
five percent. to the counties such as New York and 


Saratoga, but in three years it went down one percent. 
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each year, and now they are going to reduce it again 


to ten percent. 
Dil dats HOUCE : 


we nat about the betting this year? 


A. It is up over last year, about ten percent. 
BY MR. JOLLIFFE: 


we You have not noticed the industry going into 
a decline because of the tees? 
A. I think it would bevery unhealthy if racing was 
not taxed -- 

Qe ily question is, you have not noticed any 
decline in racing in recent years? 
A, No, in fact, it is completely the other way. Last 
year racing outdrew baseball by a big margin. 

@e SO it follows it is not being killed by 
taxation? 
A. No, but it has been hurt in many states by excessive 


taxation. 
BY THE CHAIRMAN: 


G@- You mentioned one state -- Iwas not sure which 


one -- where you said there was ten percent. more racing 
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this year than last year? 
A, No, ten vercent, more betting. 

Q. Oh, excuse me. hich state was that‘ 
A. New York State. 

w®. And what did you say about the taxes in New 
York? Have they been chang ed? 

A. No. The tax was changed about five years ago, and 
now they are in the process of eliminating one vercent. 
every year. 

w@. SO the increase of ten vercent in betting 
had nothing to do with any reduction in taxes‘ 

A. No. 

W. Because there has not been a reduction in 
taxation in the last year? 
A, No. 

@e 0O When we are told that the results have been 
an increase in betting, was because we reduced the tax, 
but the revenue from it is greater from it than last 
year so far? 

A, I think it has helped -- 

Q. IL do not know the percentagesof increase 
in betting, but it may be that taxation has nothing 
to do with it at all -- . In New York, there was no 
change in the tax, and there was an increase of ten 


percent; in Ontario, there was a reduction of the tax, 
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but I doubt if the increase was any more than the 


increase in New York. 


BY MR. JOLLIFYE: 

Q. Do you think the average bettor has any 
idea of what the tax is? 
A. xcept that his money disappears less fast. It 
stands to reason if you paid a certain amount of money, 
by the time you get down to the seventh race, the public 
will have a lot of money bet, and he will have lost 
considerably, because you are taking off twenty percent. 
If you took off fifteen percent. the public would have 
that much more money. With the twenty percent., you are 


not giving the public much of ach ace at a racetrack. 
BY THi CHATRIWAN: 
Q. You have to get a percentage of tax where 


it brings you the greatest revenue -- 


MR. JOLLIFFE: That sounds like the Provincial 


Treasurer. 


THE CHAIRMAN: Whatever that point may be, 


whether it is up or down, or in between -- 


THE VITNUSS:-. I will tell you, if you want 
to study it, if you will get your Chairman of the 


Racing Commission and someone from the National 
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Association of state racing commissions, who have 
made a very complete survey of the effect of taxation 


on wagering, you will find it most interesting. 


TH: CHATRVAN: I daresay the Treasury 
Department is thoroughly versed in that. I do not 
know that it is the duty of this Committee to consider 


that aspect of it, especially. 


BY MR. HOUCK: 

Q. The Fort Hrie meeting has been closed, 
and it is now the Ascot meeting, and they were up 
eighteen and a half percent. over last year. 

A. Then you are up probably ten percent. above what 


the trend is; the trend is around eight or ten percent. 


BY THE CHAIRMAN: 

Q. We did re@uce the tax; would you say that 
it conceivably had something to do with it? 
A. I am positive it had. 

Q. You say it stands to reason there is 
more money in the pocket to bet, because less is taken 
out of their pockets? 

A. Not only that, but it affects your attendance too, 
because a large percentage of the people cannot stand 


it very long. 
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BY MR. JOLLIFYE: 
Q. The reduction was not very substantial. 


A. About two percent. 


BY TH: CHATHMAN : 

Q. We often wonder why people bet when 
things are against them. 
A. It is a good deal like something that was once 
said, where one man said to another "Do not play in 
that crap game; it is fixed", and the other man said, 
"I cannot help it, it is the only game in town", 


I think that is the psychology of it. 


BY MR. JANZS: 

Q. Do you think the public consider the 
tax? 
A. They do not, but they are relieved of their money. 
It is like an anesthetic; you are out, but you do not 
know it. You are out in the long run, because the 
public is affected. That has been proven very con- 
clusively. 

I think the tax on racing should never be 
above twelve percent. If you reduce it to twelve 
percent. the racetracks would take less, because the 
betting wovld be up. If the province got five percent, 


and the racetracks seven percent, the public would 
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benefit by it. 
The thing that is cgainst them is not that 
they cannot pick the winners. If it se understood 
that he woubd realize after he bet $500. he had to lose 
GLOO. , because twenty percent. was taken away from him -- 
Q. Look at the less agony. He loses his 
money that much quicker. 


A. Some people subsist on that agony. 


BY THE CHATRMMIAN : 
Q. If he had »50. in his pocket, he would 


bet on some other race. 
MR. GRUMMETT: And lose it all. 


THE CHAIRMAN: He might think he would do 


the opposite. 


THE YITNSSS. : Most people who go to the 
racetrack bet a very limited amount of money, and it 
lasts a certain length of time. If the tax takes less, 


the money lasts longer. 


BY MR. HOUCK: 

Q@. Is it a result of the scare thrown 
into the people by the Kefauver Committee, which has 
increased the betting at the tracks, and stopped the 


gambling at the tracks -- the illegal gambling? 
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A. It may have had that effect, but I rather doubt 

it. iI think it had some effect. There is no doubt 

that some people would bet -- outside of New York, there 
are a lot of people who, if they have not any big 
bovkmaker, will put the money in the track. 

I think it is a big mistake to promote any 
open betting in that town, certainly when the races are 
on, because the government loses money on it. 

The big problem I find is that they lose 
their money to the bookmakers who are operating within 
the confines of the racetrack. To curb that, I think 
the tracks have done a great job. The Thoroughbred 
Association, headed by Spencer Drayton has done a good 
job in keeping them out. Your Association here has 
received every co-operation from lMiarshall Cassidy, of 
the Jockey Club. 

I was in with your racing Commissioner 
Bigelow, and he has received a lot of ideas in regard 
to the enforcement of laws to keep racing clean and 


honest, and to prevent skulduggery. 


BY MR. DO JNER: 

Q. What is the circulation of the Racing 
Form? 
A. It is now about 5,000, but it would be quite a 


bit higher when there is racing in Toronto. A great 
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deal of the circulation would be .at Fort Erie and at 
Connaught Park. 
Q. Do you sell this service to the daily 

papers? 
A. We do not sell service to the daily newspapers at 
all. 

Q. Not in Canada? 
A. No, They receive their information -- 

Q.- You sell the selections? 
A. Actually, we do not sell them. They are sold by 
the Chicago Tribune, and the New York Daily News 
Service. 

Qe iIn other words, you sell to them? 


A. That is right, we sell to then. 


BY MR. JOLLIPFE: 
Q.- Undoubtedly, your selections reach the 
newspapers? 


Ave That is’ right. 


BY MR. DOWNER: 
‘ very L 
Q. iL notice there are/ few advertisements 
in this paper (indicating), therefore, the revenue 
must come entirely from the sales of this paper. 
A. That is right. The difference between us ana the 


daily papers is they have a large amount of advertising. 
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BY THi CHATRMMAN : 
Q. What do you charge for your paper? 
A. Thirty-five cents. 
Q. Nearly ten times as much as charged by 
the ordinary daily papers? 
A. Yes, but if we do not have the advertising -- 
the Readers Digest has no advertising, and they charge 


twenty-five cents -- 


BY MR. JOLLIFFE: 
Q. They have advertising now. 
A. They do not in the United States. You probably 


get the international ddition here. 


BY MR. JANES : 

Q. About fifty percent. of it here is 
advertising. 
A. In the United States, they still do not. I think 
they have an agreement in the United States not to 
because they could eae get these articles without 
charge from the various magazines if they started 


advertising. They would then become competitors. 


BY MR. DO NER: 
Q. Where do you get all this information 
about horses, and weishts, and so forth? 


A. That is released from the racetracks. That is 
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not exactly "information"; it is actaully the reports 
on the horse races. This (indicating) shows you 
every horse in a race and how it ran, 
EXHIBIT NO. 119 - Copy of 
Boston American, dated 
Friday,Apr.13th,]951, as 


Identified by the ‘Jitness 


Perlman. 


(PAGE 1910 FOLLOWS) 
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Ww. L am thinking of the vast performances? 
A.. They come froa these charts (indiceting). 

. You get that yourself? 

A. we Malntain that ourselves, yes. 

we You do not sell that service’ 

A. edo, in the United States, sunply the Associated 
Press, the United Press, and the International lhews 
service with information. They aistribute our 
newspapers in New York, and the associated rress has 

a co-operative arrangement, whereby we have a leased 
wire to the race-tracks, and it has drops to newspapers 
such as the lew York Times, and Herald Tribune -- in 
fact, nearly all the newspapers in New York City take 
these charts. 

Also, in Philadelphia, they take the New Jersey 
races, and all papers in Boston take the New England 
races. 

we How many telephones have you in the Racing 
Form? 

A. on, just tuo or three. ‘e do not supply anything 
over the teleohoie. Our teleonones are used entirely 
for ere purvoses. ‘e give no information of any 


kind to anyone. 
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uw. How many employees will you have in Toronto? 
A, I think we sae about fifty-five. 

Q. I think you said about sixty, this morning. 
A. At this time of the year, it may be sixty, because 
we are atthe peak, and as I said before, they are all 
members of various unions, the typographical union, 
the stereotypers union, the pressmen's, the Newspaper 
Guild, and so forth. All of our em dloyees belong to 
unions, except the executives. 

we You sell around 5,000 copies a day? 
A. Yes. 

4. That is approximately ,25.00 per man per day 
-- per man in your employ? 
4H. 1 think it amBunts -- what ere you trying to 
establish? 

w%. Just where your profits come in from the sale 
of your paper. 
A. ‘here our profits come in from the sale of our paper? 

. Yes. 
A. That would be very easy to establish. They come fron 


the sale of the pavers. 
BY ik. VOV NER: 


We 5,000 a, day is 30,000 a week, and at 35 cents, 


that would be 10,000 a week, -- that is, income. 


















nemtre'l, 4 





cesowed nk a UOY rity seseolit a Yi 


avttaqgaet goods oval ‘if iti 
gipvail Ae atte eVox ee, roa htee LO'y sees) i ge i 


ic 


aandood 2, tox ke! a Fen oh sae atte: fo asst aie es we 


[is 915 yan? ,2reted, bie < 82 BH ss, lee odd te oias 


TNL Li he : 

MOLY Sen EET, ong een Srcinee Ao ‘eiad 
ON SGaNen- Bid fe : namaste ory 0 Ee onions 
 “aoled- epeyokias “tig 36 LoKe “ero os baw, bE 

‘ av EASONS ast aged; anol 


‘yet, .¢ aotvos GOC4¢ tuletee ee sO wie 


(hs. 18 sek eq, OS 9dae: “ylang, ed daar ves 
Prolene ey fit tase ane 

. i . a 7 a” : q 

Og MARY woy swu Padua edangess laste oh 


ear. 


alee ghd; MOR 2h. SHO ade aeae UO’ enemy: aN ya 


rag 


Tt. apes. eth vet skidases ae ei rae: ‘od eh 
| “4 ia «va ae 


ce eh ine a Dig “4 


1912 Perlman 


A. You can readily see that there is a chance for 
profit. Let me understand your point, and I will 
answer your question. You feel that possibly revenue 
gained from all sources? There is absolutely no 
revenue of any kind whatsoever from any other source. 
\re show a profit, and we pay our income tax, and we 
have to pay a portion of the cost of gathering in 
this information from other offices. 

Q. Your costs must be terrific, and you stated 
you were selling five thousand copies per day, and 
you have about fifty employees, so if you divide your 
sales by the number of employees you have, that would 
allow you about twenty-five dollars per man, but then 
you have all your other expenses. How are you going to 


pay them sixty dollars a week -- 


THE CHAIRMAN: Twenty-five dollars per man per 


day. 


THE ' ITNSSS5: ‘hat makes you think that every man 
should average twenty-five dollars a day? They get 
about fifty dollars a week. It is a very simple thing. 
If you have a revenue of ten thousand dollars, plus 


a certain amount of advertising revenue -- 
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BY LR. GRUMMETT: 


w%. You have no advertising there. 
A. The labour cost is heavy and the newspring cost is 


not so heavy, because we do not use much of it -- 
BY THE CHAIRI.AN: 


Q. Ten thousand dollars a week; that is forty 
thousand dollars a month; would that be more in 
different seasons? 

A. Vhen \Voodbine is running, we probably sell close 
to fifty thousand papers a week. 

I think it is unfortunate that this type of 
information should be brought out in this hearing, 
because I do not think the profits of the business 
of this company should be made public information. 

I think you should afford us the same privacy you would 
any other. 

If this committee would like to look at our 
financial statement and our circulation, they can 
definitely be made available to you, but it should 
be very obvious. Our average PT aputatcn could be 
higher than five thousand. How many deys' racing have 
you in Toronto? 


Q. What I was questioning about your statement 
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this morning is this; you sell about five thousand 
issues of the paper; I cannot see how you can exist 

on the profits from five thousand copies a day. 

A. That is the point you asked me about. You asked me 
what our circulation is, Hes I said from five thousand 
to fifty-five hundred per day. 

Q. I do not think you specified the figure at 
this time or this morning when giving evidence. 

A. Oh, yes. You asked me what the pres ‘nt circulation 
was. JI think there are approximately four weeks at 
each track, and you have four tracks, which is 16 or 17 
weeks of racing, which constitutes about one-quarter of 
a year, and during that period our figures would be 
closer to ten thousand dollars. 

I am giving you this statement under oath, that 
this company makes profits and receives no revenue from 
any other source. 

I will admit that it could not exist, if it was 
not part of another organization. This paper is only 
charged -- 

Q@. That is what I want to find out, whether or 
not you were carrying the full cost, or whether some 
other concern paida part of it. 


A. Nobody pays for it. It is done ona percentage basis. 
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This paper pays its costs on a percentage basis, in 
relation to the over-all circulation of the newspaper. 
If this paper had a circulation of one thousand per 
day, it would pay two percent. of the total cost. 


That is the basis upon which we work. 
BY i:R. LONER: 


2« This is part of another publication? 


4. Yes, this is a wholly-owned subsidiary. 
BY i:R. HOUCK: 


&. I think you said you operated at a loss when 
there was no racing in Ontario? 


a NG; 
BY iiR. DO NER: 


@. You have practically a monopoly on the informa- 
tion on the whole of this continent. 
A. I would not call it a "monopoly". There is nothing 
to stop any newspaper from doing it. We happen to 
be the only ones who are doing it, for a good reason. 
If we sell a chart for 25.00 a week, or 5.00 a day, 


it might cost us .300.00 a week to gather it together. 
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BY i.R. JOLLIFFE: 


Q. This may not mean anything, but what about 
the name in Canada, "The }.cMurray Publishing Company"; 
where did that name have its origin? 

A. bir. W. J. MeMurray started this company, and they 
named the corporation after him. 

Q. "as he a Toronto man? 

A. No, he established residence here, but i think he 

was associated with the late -- our company did not 

own this business when it was founded. I am not positive 
of that, because I was not here, but I think it was 
started by a man by the name of Brunnell, who founded 

the Racing Form in 1894, and eventually sold it to the 
present ownership. 

This paper has been going without interruptions 
since 1894, while the Morning Telegraph, which we 
publish, has been publishing without interruption, 
since 1833. So this paper has a tremendous amount of 
history behind it, and also a tremendous amount of 


prestige in Ontario. 
BY [iR. DOWNER: 


Q@. The original people behind the thing were 


the Annenberg family? 
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A. Not the original people behind it, but they are the 
present owners. I might say that .alter Hh. sannenberg 
who is president, has done a great job, not only in 
his policy in relation to his paper, but also as a 
citizen, and editor and publisher of the Philadelphia 
Enquirer, where he obtained a great reputation as a 
pudlic man. 

Q. Then the information you sell to the news- 
papers would be available also in the scratch sheets? 
A. No. ‘We do not handle the scratch sheets, because we 
publish our paper, and it is printed the evening before, 
and the scratch sheet publishes the official scratches, 
and the jockeys, which is not available until about 
nine o'clock in the morning. \.e would have to publish 
a morning edition to contain that information, which 
the Canadian newspapers do. I am not disparaging that, 
because I think from a standpoint of news, if a man is 
interested in racing, the scratches an? the jockeys are 
as important as the line-ups in a ball game. 

@. And this information would be available to 
them the same as it is now, only they come out ata 
later hour? 

A. That is right. Any newspaper which is a legitimate 


newspaper, can get the facilities of the race-track, 
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but the race-track very carefully screens the people 
who come into the Press box, You have to be screened 
as to your integrity, and in regard to the type of 

' paper you publish. There is no question if it is an 
accepted newspaper, because no matter what a paper 
like the New York Times wants to say about racing, 
their position in the Press box is automatic, but there 
are a large number of other newspapers who do not get 


in, without being screened. 
BY MR. DOWNER: 


Q. It has been the general impression that the 
bookees pay off according to the amount set forth in 
the Racing Form, 

A. I doubt whether that would be true. The afternoon 
papers publish the results of the races before we do, 
and I think there is a racing broadcast here every 
thirty minutes, which gives you the same prices. I 
doubt if anybody would want to wait that long. They 
might want to check later to see if it. is right. 

Q. You do not broadcast anything? 

A. We have’ no broadcasts at all, no. 
| BY THE CHAIRMAN: 


Q. Is there anything else anyone wishes to ask 
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of tir. Perlman? 
---(No Response) 


If not, thank you very much, ir. Perlman. 


THE  ITNiSS: Thank you very much, gentlemen, for 
giving me the opportunity to testify, and I want to 
thank you for your patient restraint at times, because 
I am very sensitive to any allegations against this 
company. I take a tremendous amount of pride in these 
newspapers; they are papers of great integrity, and they 
have received such recognition, that any innuendoes in 
relation to our operations, I am very sensitive about 
that that is why I was anxious to come here and dispel 
any erroneous ideas. 

I really appreciate the opportunity. Thank you. 
---The witness retired. 

THE CHAIRMAN: We will recess now for five 
minutes. 


---"hereupon a short recess was had. 


(Page 1920 follows) 
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---Upon resuming. 


OSWALD ELMER LENNOx, 


A witness being called and duly sworn, 


testifies as follows: 


BY si. CHATRMAN: 
Q. Mr. Lennox, you are the Securities 
Commissioner? 
A, Chairman of the Ontario Securities Commission. 
Q. Chairman of the Ontario Securities 
Commission? 
A, .Yes sir. 
Q. Of the Province of Ontario? 
As Yes, 
Q. How long have you held that position? 
A. I have held that position for three years and nearly 
a month. 
Q. And prior to that time, were you 
connected with the Commission in any way? 
A. I was Vice-Chairman, when a Vice-Chairman was 
appointed, until the 1947 Act. Prior to that, I was 
amember of the Commission, during the year 1946 and 
part of 1947. 


Q. And your duties and functions are outiined 
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in the Securities Act? 
A. They are. 

Q. Now, the Security Act, as we have it 
now, and under which you are carrying on, was an Act 
passed in what year? 

A. It was passed in 1947, and proclaimed on the 9th 
day of March, 1948. 

Q. Prior,to that, there was a series of 
Security Acts and Securities Frauds Prevention Act, 
which went back to -- 

A, L9B8, 

Q. Now, I do not know that at the moment, 

I want to go into any of that prior legislation. Some 
of the members of the Committee may have some questions 
in mind about that later on. But, at the present time, 
Mr. Lennox, who are the sther members of the Securities 
Commission? 

A. Mr. Marriott, the Senior Master of the Supreme 
Court of Ontario is Vice-Chairman, and Dr. Rickeby, the 
Deputy Minister of Mines, is the other member of the 
Commission, 

Q. Under what section of the Act is the 
Commission set up? 


Ay Section 2. 
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1922 Lennox 


THs CHAIRMAN: I might just refer to it as 
Chapter 351, revised Statutes of Ontario, 1950, Section 


aii); 


"The Commission shall be composed of a 
Chairman, and not more than two other 
members, one of whom shall be designated 

as Vice-Chaizmman, who shall be appointed by 
the Lieutenant -Governor-in-Council. 

2) The Chairman shall devote his full time 
to the work of the Commission, and the other 
members shall devote such time as may be 
necessary for the due exercise and perform- 
ance of the powers and duties of the 


Commission.™ 


BY THE CHATRVAN: 

Q. iIn addition to the members of the 
Commission, are there a number of employees of the 
Commission, also authorized under the Statute? Is 
that correct? 

A. That is correct. The Registrar of the Commission!s 
appointment is provided for by statute. 


Q. And that appears in Section 4; 


"The staff of the Commission shall consist of 


a Registrar and such other officers, clerks, 
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stenographers and employees as the Lieutenant- 
Governor-in-Council may appoint", 
A, 068, 
Q. Now, Section 3 outlines the duties of the 
Chairman of the Commission? 


A. Yes, 


THe CHAIRMAN: It might be worth looking at 
that ; 

"(3) The Chairman, and in his absence the 
Vice-Chairman, may exercise and shall perform 
powers and duties vested in or imposed 

upon the Commission by this Act or the 
regulations, but every direction, decision, 
order or ruling of the Chairman or the Vice- 
Chairman, shall be subject to review by the 
Commission and the Commission may confirm or 
revoke any such direction, decision, order or 
ruling or make such alterations therein or 
additions thereto, as a majority of the 


members deem proper." 


BY THE CHATRMMAN: 
Q. In other words, you, as Chairman, are 
entitled in the ordinary course of affairs to carry 


out the work of the Commission, subject always to a 
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review of any of your acts or decisions by the full 
Commission? 
A.) Correct. 


Q. Consisting of three members? 


BY MR. HOUCK: 

Q. How often do you meet as a Commission? 
A, Wherever there is an appeal from a ruling of the 
Chairman, Since January lst, 1948, the full Commission 
had held ninety-three hearings to date. 

BY TH: Cii-IviMAN: 

of the 

Q. Then most of the york /full Commission 
is in connection with hearings arising out of some 
particular case, which arises under the Act involving 
certain parties who have to do with shares or other 
financial transactions. 
A. It is purely a matter of discipline. Of those 
ninety-three hearings, ninety-two of them have been 
purely matters of discipline. One. of them was a 
dispute over releasing shares from escrow. 

Q. Before going into that, perhaps we 
should have a more ceneral statement of the functions 
of the Commission, I Raye ae aaibhe Act, the duties 


of the Commission are dealt with in a bit of a 
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scattered way; there are various Sections of the Act 
which impose duties of one kind and another upon the 
Commission. 

Perhaps you can tell us, in a general way, 
and classify under general broad classifications, what 
the duties and functions of the Commission are, 

A. Well, I think I should give a brief outline in the 
first instance of the basic principles on which our 
securities legislation is founded. 

There are two recognized forms of control 
dealing with securities administration, the most common 
is the control over brokers or dealers who are licensed 
to sell securities. 

The second form of control is a control over 
the issuing company. 

Up to 1942, Ontario was content with a single 
form of control, namely, control over the dealers, with 
licensing and disciplining dealers. 

In 1945, they extended the control to include 
control over the issuing company. 

There are very many different forms of control- 
: _ which tela oh Atte Pigs tads 
ing issuing companies, / some of the older jurisdictions 
criticize, such as assets, values, sarning power, 
dividends, and so forth, but we are still in the primary 


stage and we have adopted what is commonly known as the 
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"full-disclosure type of legislation", that is,"full, 
complete and plain disclosure" to use the words of the 
Act, of all material facts which indicate the merit 
or otherwise of an issue being offered to the public. 

To my mind, that form of legislation is 
based on mining, and has been creating a false sense 
of security in the minds of the public. In my exper- 
ience, I find that the sense of security in the minds 
of the public is one of the most difficult things to 
combat. 

There is no real difference between the 1945 
Act, and the 1947 Act, in principle, but the 1947 Act 
goes much further because of the full disclosure of 
material facts, that is now implemented by the filing 
of prospectuses which is largely dependent on the 
provisions of the Dominion Companies' Act. It is 
always difficult to get an up-to-date financial 
statement in the case of a mining company, and the 
engineers’ reports. The Ontario legislation requires 
that the prospectus and other statutory. material shall 
be delivered to each purchaser, 

Our legislation is the same as the Federal 
legislation in the United States, as far as that is 
concerned, that is, as far as the full-disclosure goes, 


put they do not require delivering the prospectus. 
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So the functions of the Registrar, having 
in mind these two forms of control, are very wide 
because he receives the applications -- 

Q. You are talking about the Registrar? 

A. Yes, the Registrar of the Securities Commission, 
He receives all applicationsfor registrations of 
personnel, and receives the statutory material and 
checks it, and calls on the aid of the senior auditor 
in dealing with the financial aspects of the case. 

If there is anything out of the ordinary, 
or any problem arises or any disputes, naturally I am 
brought into the picture, because I am the one 
responsible for the proper administration of the Act. 

Q. In other words, the duties of the 
Registrar are, in the main, routine duties? 

A. I would say the Registrar is the Sergeant Major, 
to use an army term. | 

Q. When there ames special decision to be 
made, it would have to come before you, or perhaps 
before the full Commission? 

A. Very rarely a case like that wana come before 
the full Commission, 

Q. But, at any rate, it would have to come 
before you? 
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Q. There is one thing I would like to get 
clear in laying the foundation for this evidence you 
will give. The original object of the securities 
legislation in Ontario, of course, was to prevent 
fraud in the sale of securities bo the public. That 
was the principal purpose, and the original legislation 
was called, "The Securities Fraud Prevention Act". 

A, That is correct. 

Q. This is one of the examples of 
legislation to control activities of people who were 
approaching the public for their money, and giving in 
return something which is intangible, in the sense 
that they are giving shares or securities of some kind, 
rather than some tancible assets which a person can 
see and feel, or which a person can assess, and the 
whole objoct of this legislation is to make sure that 
the public who put their money into this sort of in- 
tangible asset is given the opportunity of obtaining 
full information about it? 

Is that about the sum and substance of it? 
A. Yes. There was another very important factor, 
having in mind corporate financing with a view of 
giving the public a fair run for its tioney. I refer 
to Section 44, and I think that Ontario goes farther 


than most other jurisdictions in this respect, because 
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it empowers the Commission to reject any filing in 
which an unconscionable consideration -- I am using 
the statutory term -- has been paid for property. 

But I might point out that the usual 
practice in mining issues, is that somebody turns the 
property into a company, and receives a share con- 
sideration. 

The Commission also can reject the filing 
where there is unfair consideration being given for 
promotional property. That covers a very wide field, 
as you will understand. 

There is also a provision about making fair 
and equitable provision as to the escrowing of the 
vendor shares given for properties, because when escrow 
shares are freely sold in competition with treasury 
shares -- 

Q. Perhaps we can go into that a little 
more fully, as a separate item,because unless persons 
have been closely associated with the securities 
provisions, these terms are a little vague. 

The original purpose of the securities 
legislation was to prevent fraud in the sales of 
securities; in other words, as far i possible, to 
prevent the sale of securities.on a basis of mis- 


representation, fraudalent statements on the part of 
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salesmen and dealers in securities, and you say, in 
acdition, the Act goes farther than that, and you say 
that the result of the provisions in the legislation 
to -- 

A. Place corporate financing on a fair and equitable 
basis. 

Q. Yes, that is right, and it is to control, 
to some extent, the actual financial transaction which 
is being presented to the public. 

A. Exactly. 

Q. That is,the price which is to be paid 
for the assets which the company is taking over,is one 
very important thing under this Section you have con- 
ceded you can control to make sure that is not entirely 
out of line and unconscionable, and you have outlined 
these two other things, to make sure there is not an 


unconscionable consideration for promotional expenses -- 


MR. GRUMETT: And for the purphase of the 


property. 


THE CHATRMAN: Yes, and for the purchase 
of the property, In addition to that, you mentioned 
the escrow stock, I think you had better deal with 
the escrow stock as a separate item, where we can go 


into it in a little greater detail. 
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But there are the two main items you have 
mentioned, the prevention of fraud and misrepresentation, 
by providing the fullest possible disclosure to the 
purchasers, and, in the second place, contolling some 
of the elements in the bargain itself. 

Ae ies, 

Q.- Is there anything else you would care 
to add to that ‘as to the scope of the main purposes 
of the Commission's activities? 

A. Well, I consider another outstanding feature of 
the current securities legislation is that the 
Commission is empowered under the other Section -- I 
will give you the Section in @ moment -- to make an 
audit of any company's affairs, whether the company is 
currently qualified, or whether they ever have been 
qualified with the Commission. 

Q. Very wide powers of audit? 

A, Yes, and even, long after qualification has lapsed, 
the Commission may examine into the affairs of a 
company. 

Q. What Seftion is that? 


A, I think it is Section 36. 


MR. GRUMMETT: I wonder, Mr. Chairman, if, 
before we get into the question of audits by the 


Commission, if we might not have clarification of the 
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personnel of the Commission, and how it is appointed. 


THE CHAIRMAN: Yes, I think so, 


BY MR. GRUMMETT: 

Q. Mr. Lennox, you gave us the names of the 
other two members. Is there any rule that a person 
holding a certain position must be a member of the 
Commission? For instance, this is the question; is there 
not a regulation providing that the Deputy Minister of 
Mines must be a member of the Commission? 


A. No, not to my knowledge. 


BY THE CHATRMAN: 


Q. Not even in the regulations? 


MR. GRUMMETT: I have been informed that the 
Deputy Minister is a member, and cannot resign, as long 


as he remains Deputy Minister. 


MR. DOWNER: That seems to be covered in 


Section 2. 


THE CHAIRMAN: Oh yes, quite; but it is not 
in the Act, There is nothing in the Act that limits 


it to the Deputy Minister. 
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BY THE CHATRMAN: 


Q. You are sure there is no regulation 


about it? 
ws DLO» 
Q. Was it in one of the former Acts? 
A.. NO, 
Q. It was the practice which was set up and 
followed? 


A. I understand they wanted some person from the 
Supreme Court and they wanted a practical man, and they 
chose the Deputy Minister of Mines as the practical man. 
Q. Since most of your issues are mining 
issues, the Deputy Minister of Mines, for that reason, 
was selected? Would that be correct? 
A. Most of our difficulty is in connection with mining 
issues, rather than industrial issues. The only thing 
is, if an industrial issue is bad, it is very bad. 


That is the way I size it up. 


BY MR. GRUMMETT: 

Q.Thé1: you are certain there is no regulation 
which provides that the Deputy Minister of Mines must 
be a member of the Commission? 

A. I am positive there is no such regulation, Mr. 


Grummett, because the 1940 Act followed a review or 
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investigation known as the “Urquhart Investigation", 

end I have read that very carefully, and the recommenda- 
tion contained in that report I think stresses the 
importance of having a practical man -- a practical 
mining man, but they did not identify him with any 


particular work, 


BY THE CHAIRMAN: 

Q. iL notice in the regulations under Section 
71 -- I do not think there is any special provision 
there which would enable the Lieutenant Governor-in- | 
council to pass a regulation limiting the membership 
of the Committee to any class of people at all. 

You do not know of any? 
Bs. NO, 

Q. If you do not know of any, it is probably 
not there? 


A, No, 


MR, JOLLIFYE: In that connection may I 
ask Mr. Lennox, so we will know in what sphere we are 


finding ourselves. 
THE CHAIRMAN: Yes. 


BY MR. JOLLIFIE: 


Q.- You are interested in the Securities Act 
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and the regulations under the Securities Act? 
A. Yes, 
Q. Are there any other regulations apart 
from Regulation 356, which appears in this consolidation, 
which relates largely to forms and fees? Are there 
any other regulations in effect, under the Securities 
Act? 
A. No, Mr. Jolliffe, 
Q. This is the complete thing? 


A. Yes. 


THE CHATRMAN: There is nothing there about 


the membership in the Commission. 


BY MR. JOLLIFFE: 

Q. Then you are also interested in the 
Broker Dealers Act of 1947? 
AS. 288, 

Q. And I suppose, from time to time, in a 
general way, in the Criminal Code of Canada? 
BA. Yes, 


Q. And the Companies Act? 


Q. Is that about the field in which you 
operate? What I am getting at is this; is there any 


other legislation which we should look at which has a 
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bearing on your field of work? 


A. No, I think you have covered it. 


BY THE CHAIRMAN: 

Q. What about the Investment Dealors? 
You have jurisdiction if you care to exercise it? 
BA. O65, 

Q.- Is that not under a separate statute -- 
the Investment Dealers? 
A. No, they are not covered by statute. They are 
covered by By-laws, and their own rules and regulations, 
But we have so very little difficulty with the 
investment dealers -- 

Q. But your jurisdiction covers all persons 
or copporations which are dealing in securities? 

A. Yes. The way I look at it, with the investment 
dealers and the stock exchange itself, it is 

essentially an over-riding jurisdiction. If they are 
handling their affairs properly, they have the machinery 
to do so, 

Q. Perhaps you can go into that in a little 
more detail. You have mentioned three organizations 
or groups which apparently have something to do with 
the securities business. The first that you mentioned 


was the Investment Dealers Association? 
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A. Yes, 
business do 

Q. What sort ed teh investment dealers 
engage in? 
A. Municipal and Government Bonds, bonds and 
debentures mostly, and probably much "blue-chip" 
financing. 

Q. Those would be gilt-edge investments 
for the most part, generally secured by mortgage or 


some assets of the company in some way, rather than 


being a share interest in the company? 


A, Yes, 

Q. Is that more or less a rough and ready 
definition? 
Ae “LO; 


MR. GRUMM@TT: Also, in the case of 
municipal debentures, they would be apparently looked 


into by the municipal board? 
THE CHAIRMAN: Yes. 


MR. HOUCK: The investment dealers are set 


out in the interpretativ.n of the Act. 
MR. GRUMMETT: What Section is it? 
MR. HOUCK: At page 564. 


MR. JOLLIFFE: The interpretation section. 
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THE CHAIRMAN: This reads: 
"tinvestment dealer' means any person or 
company who is a member, branch office member 
or associat? member of the Central Districtof 
the Investment Dealers’ Association of Canada 
and such other person or company recognized 
by the Commission as an investment dealer who 
engages either for the whole or part of his 
or its time in the business of trading in 
securities in the capacity of an egent or 


DrincipaL”™, 


That is a fairly broad definition, but what 
Mr. Lennox has told us adds a little something to that, 
but for the most part, investment dealers are considered 


as people who deal in the bond type of securities, 
THE YITINESS: Yes. 


MR. JOLIFFE: Institutional services? 


BY THE CHAT RMAN : 

Q. Government bonds and corporate bonds? 
A. And large industrial issues. 

Q. And the other important thing which is 


indicated in this definition,the investment dealer may 
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be very often in the transaction, the agent? 
A. Yeu. 

Q. In other words, an investment dealer may 
sell to their customers bonds which they own themselves? 
a, ves. 

Q. They can acquire possession and owner- 
ship in a block of bond securities? 

&.. “O58. 

Q. And they can sell them, and the profits 
which they make -- the spread they make between the 
purchase price and the selling price, is their 
remuneration? 

A. Correct. 


Q. That is what they make out of it? 


A. Yes, 

Q. On the other hand, they also, in some 
cases -=— perhaps to quite a large extent -- will act 
as agent? 

A. Yes, 


‘Q. if a customer wishes to seil some bonds 
he owns, he can go to an investment dealer and the 
investment dealer will sell those bonds? 
at he es 

Q. There are these two different types of 


business which we should keep in mind. 
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A YOR. 


BY WR. JOLLIFFE: Before we leave that, I 
have a request to make. You mentioned a moment ago 
that the investuent dealers associ.tion has its own 
by-laws and regulations? 


A. Yes. 


MR. JOLLIFFE: I think it would be helpful 
to the Committee if you could get a copy of that and 


make it available to the Committee, perhaps to-morrow. 


THE CHAIRMAN: Yes, I think we should have 
that. 

BY THE CHAIRMAN: 

Q.- Now, Mr. Lennox, in your experience in 
dealing with securities and trading in securities, 
dc s the Investment Dealers Association regulate its 
own business in a reasonably satisfactory way? 
A... Yes. 

Q. Have you ever received any complaints 
in connection with transactions whitch are carried out 
through members of that Association? 
A. I cannot recall a single complaint. 

| Q. Now, what happens to the new bond issues 

which come out with reference to the Securities Commission? 


Do they have to be presented to the Securities Commission 
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before they can be sold? 
A. Yes, they have to be qualified with the Commission, 

Q. Every new bond issue -- 

A. To the extent that it comes under the provisions 
of the Act, like municipal boncs and government- 
guaranteed securities. 

Q. GOvermment-guaranteed securities would 
include bonds of the Federal sovernment of Canada, bonds 
of the Provincial government, but what about other 
provincial governments; are they ail exempted? 

Ae 208, 

Q. <All government securities of that kind 
are exempted} and municipal bonds are exempted; in 
other words, they do not have to be passed upon or 


approved before sale to the public. 
MR. JOLLIFFE: What about the Hydro bonds? 


TH: CHATRMAN: They are guaranteed by the 
province. 


MR. JOLLIFTE: They are exempted, too? 


THE CHATRWAN: Yes. And all municipal bonds 
are passed upon by the Municipal Board before they can 


be validated. 


MR. GRUMMETT: Yes, and the same is also true 
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in regard to those guaranteed by the Provincial 


government, or it was up to some time ago.. 


THE CHATRMAN: It is pretty well extinct 
now. 
THE WTINESS: The Canadian National Railway 
can sell a bond issue wihout any action by the Commission 


whereas the C.P.R. can not. 


THE CHAIRMAN: A new issue can only be 
offered after approval by the Commission? 


A. That is, of the C.P.R. 


BY MR. JANES: 

Q. Are the Canadian National bonds sold 
under the provisions of the Dominion Act? 
A. No, they are guaranteed by the Federal government, 
and are exempt. The exemptions contained in Sections 
18 and 19 are wide and are designed to facilitate 


normal, every-day transactions by banks. 


BY MR. JOU? VEFE: 
Q, Oh then, there are other exemptions? 


A. Oh yes. 


THE CHATRMAN: Yes. Section 18 sets them 
forth as follows: 


" Registration as an investment counsel shall 
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not be required to be obtained by, 

(a) a bank to which The Bank Act (Canada) 
applies, or the Industrial Development Bank 
incorporated under The Industrial Develop- 
ment Bank Act (Canada), or a loan corporation 
or trust company registered under The Loan 
end Trust Corporations Act, or an insurance 
company licensed under The Insurance Act, 
or any officer or employee, in the 
performance of his duties as such, of His 
Majesty in right of Canada or of any province, 
or of any municipal corporation or public 


board or commission in Canada; 


(bo) A lawyer, accountant, engineer or teacher 
whose performance of such services is solely 


incidental to the practice of his profession. 


(c) a person or company registered for 
trading under this Act, or any partner, 
officer or employee thereof, whose per- 
formance of such services is solely in- 
cidental to the conduct of the business 
as such, and who receives no special 
compensation therefor other than com- 


pensation paid or given by a mining, 
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industrial or investment company in 
respect of any services performed for such 


company ; 


(d) a publisher of any bona fide newspaper, 
nes iasazine or tusiness or financial 
publication of general and regular paid 
circulation distributed only to subscribers 
thereto for value or to purchasers thereof, 
who gives advice as an investment counsel 
Only through such publication and has no 
interest Pievaroalgeetiy Or indirectly in 
any of the securities upon which the advice 
is given and receives no commissions or 
other consideration for civine the advice 
and who sives the advice as solely incidental 
to the conduct of his business as a 


publisher; or 


(e) such other persons or companies not within 
the intent of this section as may be desig- 


nated by the regulations. 


MR. JOLLIFFZ: And trustees' securities 


A 
are exempt, as yanderstand Section 19. 


TH? CHAIRMAN: Trustees' securities would 
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include those securities which you have mentioned and 
also a number of other securities such as mortgages, 


which, are personal pather than a corporate covenant. 


BY THE CHAIRMAN: 

Q. Trusteses' securities do not include 
common stocks? 
A. No. 

Q. Do they include preferred stocks? I do 


not think so, 


MR. JOLLIFFE: I thought they included 


railroad bonds. I think they used to. 


THE “ITNESS: Maybe it is changed now, Mr. 


Chairman. A lot of these railway securities now -- 


Q. Are not securities? 


BY THE CHATRMAN: 

Q. Then the Investment Dealers' Association 
of Canada regulate .he business to the extent -- and 
correct me if I am wrong -- that they decide on the 
sort of commission which is fair and reasonable in 
the business? Do they? 

A. They do. Of course, the Commission has a set 


policy, too, in that matter. 
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Q. What is your policy with respect to the 
securities dealt with by the members of the Investment 
Dealers't Association? 

&. ‘fell, in the case of an industrial company, their 
sellins commission or discount cannot exceed fifteen 
percent. 


Q. You are now talking about bonds? 


Q. Does the Investment Dealers' Association 
deal in industrial issues? 
A. Yes. 

Q. It also deals in industrial common stock 
issues on some occasions? 


a.” Oh, yes. 


BY MR. JOLLIFFS: 


Q. Large issues? 


a. Yes, 

BY THE CHATRMAN;: 

Q. So that you have your policy as to what 
commission or spread -- whatever it may be -- which may 


be allowed in that sort of an issue? 
A. Yes; 
Q. Fifteen percent. on the industrials? 


A. Yess 
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Q. What about bonds and debentures and issues 
of that kind, of a gilt-edge nature? Have you any 
policy with respect to that? 

A. There is no definite policy, because most of 

these bond issues are underwritten or purchased out- 
right by a syndicate of several investment dealer 
houses, and the margin of profit is so small on a large 
scale, that the Gommission has never been called upon 
to take any part in that. 

When I say"our policy is about fifteen per- 
cent."; it is not really the policy of the Commission, 
as I understand it to dictate to the industry that it 
should be restricted, but the industry has laid that 
down as their policy, and the Commission has co-operated 


with them in enforcing it. 


BY THE CHAIRMAN: 

Q. The Commission has taken the position 
over the years that a settlement of the fifteen per- 
cent. remuneration to the investment dealers for 
industrial sales or issues or industrial stocks is 
ade quate? 

A. Yes. 

Q. The se would be new issues of industrial 

stocks? 
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Q.- You thought that policy was reasonable 
and fair, and it has been supported by the Commission? 
A. Yes, and that is the maximum -- the ceiling. 

Q. Then as to their dealing in bonds, 
debentures, and gilt-edged securities of that kind; 
the Commission has never been called upon to take much 
part in controlling that, because the business appeared 
to be carried on in a satisfactory manner? 

A. Yes. That is competition. That is, the issuing 
companies -- manufacturers call for tenders, and it is 
highly competitive, and it has never been practical -- 

Q. There has never been any necessity to 
intervene? 
at, eet y 

Q. Although the Commission would have power 
to intervene if they found any condition developing 
which they felt was unfavourable to the public? 

A. I believe it could be brought under the term of 
"unconscionable consideration for primary purposes", 

Q. If anything was drawn to your attention, 
you would have power to deal with it in the same way? 
A, Yes. 

Q. That is the extent, perhaps, of your 
policy, as it affects the Investment Dealers'activities? 


Is that correct? Or is there anything else you wish to 
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add to that. 


BY MR. JANZS: 
Q. You would not have to pass on all bond 


issues approved by the Municipal Board? 


MR. GRUMVMETT: It might so be that after it 
has been approved, during the sale of these debentures 
or bonds, something might happen which should be 


referred to the Commission. 


THE CHAIRMAN: Yes, they might be sold by 
an unlicensed dealer, or by some misrepresentation, 
and all those matters would naturally come before the 


Commission? 
THE WITNESS: Yes. 


BY TH! CHAIRMAN: 
Q. ‘That I really had in mind at the moment 
was as to the general operation of the business carried 
on by members of the Investment Dealers' Association 
and the amounts of commissions they charge; fhe amount 
of profits they allow themselves, and the general policies 
adopted with respect to the sale and distribution of 
these gilt-edged securities, Your Commission has 
pretty well, as I see it, allowed them to regulate 


their own business, because it has been done over a 
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ernest en of years in a very satisfactory way. 
A. It has been done since away back in 1916. 

Q. Then the other organization which has to 
do with dealings in securities is, of course, the 
Toronto Stock Exchange? 

A. Yes, 

Q. Now, perhaps, you could let me know 
what your relationship is to the Toronto Stock xchange? 
Where is that mentioned? 

A. It is mentioned that when securities are listed and 
posted for trading -- 

Q. Where is that? 


A. Section 41; it says: 


"which are listed and posted for trading on 

any recognized stock exchange, where such 
securities are sold through such stock exchange; 
twhich are traded or sold to the public except 
in the primary distribution thereof to the 
public. 

"from one person or company registered for 
trading securities under this Act, to another 
person or company registered for trading in 
securities under this Act, where the purchasing 


person or company is acting as principal; or 
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"which are exempted by the regulations", 


They are exempted from filing with the 
Commission. 

Q. "A recognized stock exchange"? 
A. No, with the Ontario Securities Commission. 

Q. And what stock exchanges do you 
recognize? 
A, We recognize the Montreal Exchange, the Toronto 
Stock Exchange, and I found that the Vancouver Exchange 
was recognized as a matter of policy when I took over. 

There seemed to be some doubt about the 
Calgary Exchange. I recognized the Calgary Exchange. 

There has always been an element of doubt 
about the Montreal Curb of Market. Strictly speaking, 
it is not an exchange. I think that is rather a 
delicate question from a practical point of view, 
although it has not been a seriously practical question 


so far, 


BY MR. JOLLIFYS: 

Q. Well, is it recognized or not? 
A. There was no decision when I came, as to whether 
it was recognized or not. So far, we have not been 
called upon to recognize whether the Montreal Curb 


should be recognized or not. There is power to 
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recognize it, under Section 42, which says; 
"(1) Where doubt exists whether any trade 
proposed or intended to be made in a security 
would be in the primary distribution to the 
public of the security, the Commission may, 
upon the a. plication of any of the parties 
thereto, determine whether the proposed or 
intended trade would be in the course of the 
primary distrib':tion to the public of the 
security and rule accordingly, and such 
ruling shall be final and there shall be no 


appeal therefrom." 


Q.- Well, if the capital stock of a company 
is sold over the Montreal Curb -- as ‘t certainly is -- 
it would be primary distribution, if the Montreal Curb 
is not a recognized exchange within the meaning of 
Section 41. 

A. But so far there has never been a request made to 


the Commission to make a ruling. 


MR. JOLLIFFE: In the absence of acknow- 
ledgment or consent, surely it is not a recognized 


exchange. 


MR. JANES: It does not come into the 


picture for selling securities in Ontario. 
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BY THE CHATRMAN: 

Qe DO you recosnize any American exchange? 
A. Yes, we recognize the New York @xchanze, and the 
different regional exchanges. 

Q. In other words, stocks which are 
originally issued through one of these recognized 
stock exchanges, do not have to be approved by the 
Commission, before they can be sold over the exchange. 
A. No. But there is another feature to that. All 
the stocks sold over these exchanges are secondary 
distribution. 

Q. They are all secondary distribution? 

A, Yes, 

Q. But there are cases of primary dis- 
tribution through the exchanges? 

A, There is, in the Toronto Exchange, 

Q. You were speaking about the American 
exchanges? 
A, Yes, 

Q. The New York Exchance, for instance? 

A. Yes. In other words, it is just a market. It is 
called "an exchange", but it is a market where somebody 
who has something to sell meets somebody who wants to 
buy. 


In the Toronto Exchange, the distribution 
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of capital stock of an issuing company is made right 
over the exchange. 


Q. Primary distribution? 


A. Yes. 

Q. New issues? 
A. Yes. 

BY MR. JANES: 

Q.- They are all old issues in New York? 
A. Yes. 


BY THE CHAIRMAN: 

Q. in New York, it is entirely trading as 
between owners of securities? 

As 298, 

Q. Consider the United States Steel Cor- 
poration; they are not issuing any new stock, All 
the trades in the New York Stock Exchange are in 
stock issued sometime ago and traded from one person 


to another, to raise finances for the Company. 


BY MR. JOLLIFFS: 

Q. Is that a matter of practice or law if 
shares of an American company were listed on the New 
York Exchange , and there were still shares unissued; 
is there any authority to deal with them, or does the 


law there prevent that? 
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A. Mr, Jolliffe, this is heresay, but I have gathered 
as much information over a period of three years as 

I possibly could, and, as I understand it, there is 

no such a thing as primary distribution over the New 
York Stock Exchange. There may be over the New York 


Curb, but not over the New York Stock Exchange. 


BY MR. JANES: 
Q. How are they issueé@ to the public then? 
A. They are sold to the investment bankers, as they 


call them there, and dealers. 


BY THE CHATRMAN: 

Q. They do not become listed on the Exchange, 
I suppose, until they have distributed a certain 
number of shares to the public, and the company has 
satisfied the Exchange of its sound condition, and 
one thing and another? 

A.. That is right. 

Q. But if a Company which is already listed 
on the Exchange wiskes to sell a new issue of treasury 
shares to raise furSher money for the company -- even 
in that case, your impression is that would not be sold 
directly on the Exchange; that it would be sold first 
through some investment banker or dealer? 


A. Yes. They would first qualify with the S.E.C., 
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and then qualified by the New York State Commission 
and when there was a complete public distribution, 
their listing would be stepped up that number of shares. 
Q. They would have to be distributed before 
the shares could be listed? 
A. That is my understanding, yes. 
There is another practical angle to that. 
You often hear Americans discussing the fluctuation 
of price volume on the Toronto or Montreal Exchange. 
That is largely attributed to the fact that treasury 
shares are sold directly on the Exchange, and there is 
a big volume there, to make such a market movement 


possible. 


BY MR. HOUCK: 

Q. The investment Counsellors have an 
associstion, the same as the Dealers? 
A. Wo, they are “lone wolves". There are two types 
of investment Counsel, and they differ very much. 

Type number one here includes a written tipster 
sheet; type number two performs a very useful public 
service. It is too bad the numbers were not the other 


way around. 


BY THE CHAIRMAN: © 


Q. Then is the Toronto Stock Exchange the 
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only stock exchange in Ontario which is now in existence 
and recognized by the Commission? 
A. It is the only exchange in Ontario. 

Q. At one time there was the Mining Exchange. 
A, Yes, it used to be the Standard Exchange. 

Q. That has heen amalgamatedwith the Toronto 
Stock xchange, and that is the only exchange in the 
province? 


B  4O8. 


BY MR. JANZS: 

Q. When they want to issue mining stocks, 
they must come to you for approval? 
A. Yes. For all practical purposes, that is about the 
only way to get the prol*:inary steps to having the 
stock listed because the stock has to have a certain 


public distribution before it is listed, 


BY TH! CHATRMAN: 

@. In other words, any new issue of common 
stock of a company -- and I suppose the same applies 
to preferred stock, does it not? 
. Yes. 

Q.- -- must be approved by the Securities 
Commission before it is distributed to the public either 


through the Stock Exchange or through any other means of 
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distribution, 
A. Yes. There were a few exceptions to that. 

Kemont. was a notable exception, because they 
were not qualified with the Commission, but they had 
public distribution in this way. The mining corporation 
issued Kemont shares as stock dividends some twenty 
or thirty years ago, so Kemont had the necessary 
distribution for listing purposes, and was listed 
direct, 

There are a few cases like that. 

Q. That would be somewhat different from 
the ordinary case? 
A. Yes. 

BY MR. JANZS: 


Q. What does your approval mean? 


THE CHAIRMAN: Yes, I think perhaps we should 


deal with that. 
MR. JANZS: Maybe I am a little ahead of time. 


THE CHAIRMAN: I thought we might get a 
picture of the different types of securities, and how 
the sale of them is carried out, and what sort of 
regulating bodies there are for different classes of 


transactions. 
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MR. JANES: All right; I will withdraw the 
question, 

TH? CHAIRVAN: “Ye have seen what has happened 
with the Investment Dealers and hat sort of business 
they do. ‘We are now in the recognized stock exchanges, 
and the sort of business they do, and, ar I understand 
it, from what Mr. Lennox has said, any new primary 
distribution issue is sold for the first time through 
the Stock Exchange, and that issue has to be approved 
by the Securities Commission before it is put up for 


sale, 


THE WITNESS: That is practically the 


situation, yes. 


BY THE CHATRMMAN: 

Q. But the stock exchange carries on its 
regular business of tradins its shares across the 
Board and is a self-regulating body, to all intents 
and purposes. 

As 262, 

Q@. I suppose there again, the Securities 
Commission has jurisdiction, if they want to use it, 
at any time, to step in and interfere but, on the 
whole, the Stock Exchange generally regulates its own 


affairs. 
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A. Yes, but we have to step in quite frequently. 
Q. You do have to step in occasionally-- 
frequently? 


A. Yes, 


BY MR. JANES: 


Q. Why would you step in? 


BY TE CHATRMAN : 

Q. Give us a few examples. 
A, Suspected market manipulation, and members of 
the Stock Exchange are also guilty of offenses, but 
not to the extent that the primary houses are. 

Q. That is, some members? 
A. Yes. The odd one here and there. 

Q. Just because he is a member of the 
Stock Exchange does not mean that some time you may 
not have reason to complain about his activity? Is 
that right? 
A. Absolutely not. We just completed a very extensive 
investigation in the matter of the Calanan, and we 
have a very extensive report. I do not wish to discuss 
it with the different members of the staff engaged in 
that investigation, but if we decide we want to publish 
the report, we must get the permission from the Hon. 


Attorney General (Mr. Porter) before we publish it. 












aN 


¥ 
i" 
ryt nt a ecg, Ae 
4 - Tae e-. ov yo 
ieee \y 
° 
™ - S © af eT 
‘ak tote ow bi0oW VAN) cee i 
oe siere Caer rues y) 
“ ME hes Das} a my a a ' "| 
' ra f r 
Fa i 
‘ , % a a ry PD b P 
3 O.ceP Ek } 7b at ew Ag! Ay wv 
, s i ml we 
f 
Ee aN ) 
r . om 
yy eran ( iti Uk Last 2 esha Dot oo rine. A. 


. 
cA ; C : s) 
"od paw o to vert iee OR Te exe eames pee ne it i 
as ea § , a ¥ Be oe Ld a € a 
7 + See <0 





' wa 
ines Pre wou Am Een GRE) Ft. See aes OF 
Re ae gute |) UE ae iene 
"\pvedtd Soe oid gat’ BRO ede. .eey 
LS OO To , Reb ginee ag Srgai% ma) Ae 
és os 
Be o ~ 
var yoy emit enon tads nao Jen Seon eprasione 19098. if 
+o? oye Peltor ahd Foods BES ieee "a (FON Gor, ered 
H 
oN nts Sdduta 2 
. 7 
Rue ; 
ee TA 
Pv istetee V1 ONT Jon ylerutloeds 
vs 
eae ge Beg ie wile, tt tp fiagitogwt 
Lad “y Ohne 
he 7 
miakh oo dete Susanne, uae van 
a f ; oe fi ny : ' 


ey Ae, gnieane Tata ei! Pe ai ek cohnom fuaner: in f; 


ieifdug od TAaw Se sbtooh av x ao iio htan 
a ie 
" ‘ ae he ALY 


fi 


| Che MDObE Batt me ae te abr eq, eal ‘a Feu re 
e » (RE, ie ; f i 





w 4 
wun? 


WE nett sug wa. ote Lod ‘igesae 


Pr lat ' ‘ 7 
ir a aan hs, m mi 


1961 Lennox 


BY MR. JOLLIFIE: 
Q. it is not available yet? 


Bs §8O 1¢ is not, Mr. JollifrTe. 


BY THE CHATRMAN: 

Q. At any rate, that sort of investisation 
takes place from time to time, as the situations 
arise. 

A. It is very involved. It covers a lot of ground, 


and takes a lot of time. 


BY MR. JANES: 

Q. Your investigation covered all the 
conditions? Was that the idea? 
A. We were looking for what the brokers call "wash 
sales", That is, John Smith might say, "I am going to 
offer 10,000 shares on the Exchange if John Brown puts 
in an order to buy at the same price, to give a false 


impression of the activity". 


THS CHAIRMAN: That, is, of course, an offense 


against the Criminal Code. 


THE JITNGSS: Yes. That is in a particular 
Section, 
BY TH: CHATRIAN : 


Oo) at Youceen prove 11. 
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A. Yes. The biggest difficulty is to prove it. 

Now, that I have mentioned the Calanan; 
there is every indication that it is in market 
manipulation. 

Q. iI suppose in some cases you find cases 
of marxet manipulation but you cannot rove then, 
althouvh vou may think they may be. 
ne LAs 

Q. Have you any case where you were able 
to establish that it was market manipulation? 

A. No. About a year ago, we investigated the market 
manipulation. We were looking more to prove secret 
profits on behalf of the people involved in this market 
manipulation, but we stepped in so quickly that we got 
in there before they got their secret profits. That is 
one case where we did a directly preventive act. 

There was an extensive investigation some 
years ago in Eldona, and that resulted in an amendment 
to the Criminal Code. The opinion was that the Criminal 
Code was not adequate to deal with the situation that 
was disclosed there, but there were no prosecutions 
followed. 

Q. Then it appears you have general authority 
over members of the Stock Exchange, just as you have 


over Other people dealing in securities? 
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1963 Lennox 


A, Absolutely. 

Q.- The Stock Bxchange brokers - the members 
of the Stock Exchange -- can do two kinds of business, 
cen they not? They may sell for a commission, or they 
may act 4s principals, just es an investment dealer can? 
io “OG. If he is simply a member of the Stock Exchange, 
he can only deal as a broker's agent. If he wants to 
deal as a principal, that is, engage in primary 
distribution, he must take out registration also as 
a broker-dealer. 

Q. I am not talking about registration yet. 
We will come to that. But, as a member of the Stock 
Exchange -- to get some conception of the business of 
the Stock Exchange -- we have to visualize that it is 
simply a method whereby people who own shares of a 
company can go and sell them at the current market level. 
The person who sells may never know who buys his stock. 
As a matter of fact, I suppose he never does know who 
buys the stock, that is, who the ultimate buyer may be. 
He goes to a broker with a seat on the Exchange and he 
carries through the transaction, and he charges a 
commission, the amount of which is fixed by a regu- 
lation of the Stock Exchangs itself. Is that right? 

A. He is still only an agent. 


Q.- I know, but I am talking about the type 
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1964 Lennox 


the transaction when he goes to an agent. A commission 
broker is an agent? 
A. Yes. 

Q. And, of course, there is a good deal of 
law on the obligations and responsibilities of a broker 
to his customer? 

A, YOS, 

Q. Generally it is considered that the 
broker is acting as an agent, unless with the consent 
and approval of the customer, he is acting as a principal 
with respect to his customer? Is that right? 

A. Undoubtedly there was a great deal of that. The 
broker actually being a principal. I think nowadays 
most of them have a sister company. 

Q. To-day, of course, there are cases where 
a Stock Exchange broker can sell to his client as a 
principal? 

A. He is not supposed to, under that definition, sir. 
Q. Where is that? 


ein Ls l(a). i 


BY MR. JOLLIFFE: 

Q. As you understand the Act, whatever 
affiliate he may have, outside the Exchange, when he 
trades on the Exchange for a principal or customer, he 


must act as an Agent? 
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MR. JANES: He cannot buy the stock and 
sell it? 
MR. JOLLIFFE: No. He acts as a broker in 
the old-fashioned sense of the word, and his responsibility 
is set out in Section 50 of the Act. He has to tell 
his astomer, frcr. whom or to whom the security was 
bought or sold, so he is certainly an agent, in the 


strict sense, when he acts on the Stock Exchange. 
THE CHAIRMAN: What Section is that? 
MR. JOLLIFFE: Section 50 (c). 


THE CHATRVAN: He does not know the name of 


the customer. 


THE “TINESS: The other company does know, 
but he -- 
THE CHAIRMAN: He must say it was bought from 


a certain brokerage house, 
THE WITNESS: Yes. 


THE CHATRWAN: But one customer does not 
know who the other customer is, in most cases, unless 
he privately finds that out. Generally, the only 


parties to a transaction on the Stock Exchange are the 


1966 Lennox 


two brokers. 
MR. JOLLIFFE: The two members, 
THE CHAIRMAN: Yes, the two members. 


MR. JANES: A great many of the stocks are 


registered, and he would know who he was dealing with. 


THE “ITNESS: Yes, but on the Exchange you 
would wot know the identify of the person who was 
selling. ‘You would know the House from which your 


broker bought it. 


BY TH CHATRMAN: 

Q. But the customer is entitled, when the 
stock is bought across the Exchange on his behalf, to 
the benefit of the broker's complete impartiality in 
the transaction, and his service to the customer as an 
agent? 

A. Absolutely. 

Q. The broker is the servant of the 
customer for that transaction? 
A. Yes. 

Q. And should have no personal interest 
in that transaction? 
Ay That ie correct, 


Q. He is acting as a broker? 
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Q. But, on the other hand, a broker who is 
a member of the Stock Exchange may, under. certain 
circumstances, if he has a proper registration, even 
though he is a member of the stock Exchange, from 
carrying on that acency business? There is nothing 
to prevent him, if properly registered, to do so, from 
selling as a principal to a customer? 
A. Oh yes. There are several members of the Stock 
Exchange who are also registered as broker-dealers, 
so they may act as principals. 

Q. So, in the first place, knowledge must 
be brought home to his customer that he is buying from 
his own broker? 

A. Oh yes, If a dealer sells and does not disclose 
tho fact that he is selling as a principal, he 
imperils his registration, and his contract is voided. 

Q.- It all depends on whether the customer 
is satisfied to enter into the transaction? 
ae Les, 

Q. And has full knowledge of it? 

A. Yes, 

Q.- And in order to carry on that trans- 

action, the broker would have to be registered for 


that purpose? 
























AE Sit. 


: | OPS , : 4) ‘ 
2 ote .Woed A ghee Falyo! Be ia haan ae UP ser 


chat foci epi ARO, opaailona Hoare oat 40 redaacat 8) 


Fi 


cove , Midarteiget Hero * eat ef tS  eoagoveniori a) 


Mort J snaedor® soode’ end Td redilen %. ed oo iovidt 4 


¥ - ; . “yi 
fomict sxehT) Tas salen? Von ae sagt Ao aindipened 4 f 


~~ 


hi, ote evn iaegong, U4 met dmeread 2 


es 


Set emo tie itO ROD Laqhostia sf Bf adil) 96 
‘att totsreaduem La,eres a9 onsite ay 89 


# : 7 = de tchiy| ;, nae . uy 
aoigeboraiord as hersdelget Oats eae * city ‘eps dom 


Herta ee rs i ead caer! 
<elagionigcy as tos eu x re 
fi ; ¢ 2 hh ea ae ®, b mt - ty A i 
PML OR he lwomsh . 606 LG ter ey ri EE as by ey 
vi ig miner a en eeaotesos ota oF emod TRUONG 
Abie) y t ih ee Gh Re Be Ones Fy pai v Nie he Wa Ws Bd pe ou. . ae 


: ak he: 7 i 
Ss estond GN ads | 


ae ae inked i 
FYOCY LS Ey We, 


of  ferhontrd @ aa pabiles ef ai Pant) oat e 


: nine 
reeds gt oe Ly wh wb wate ea, ey i 18 dg que ofl fs bwis eye ‘ps ft he ) 
‘psOkOw af Poprtaes eld Sie, AO; Toit es aie aiiq 
sess iy * re pTiiee ihe ea Sy eee eteen Bs iT ia eva y 0 
ametaun edd Yedteda ae shaegeb Cte wt ot Yi 


; roe a hy / fp 7 A 

| ena | Pe cre pt 

fof “ vos Aap dare ry i > fede x 

Oger Peon eae a Ga ote LOTTE OF npn 
' ; Saath a i 
.e0¥ Ati 


us 
Riis 


[oof fe spbe leo a ffot gad bas Pe ae are. 
| : J 1h ' ‘ . i a 


Lippe 
me ay oO Bok WEHLOS. O% Mphae ak bak aa 
1 vi thy a4 


in sot Potedel Lyon a OY, wen biuoe neuer 





1968 Lennox 


A. Yes, 


TH CHATRMAN: I think we should deal with 


registrations generally a little later on. 


BY TH: CHAIRMAN: 

Q. So, very briefly, that pretty well 
indicates the relationship of the Toronto Stock Exchange 
and the Securities Commission, unless there is anything 
else you have to add. 

A. No. ie have the same jurisdiction over the Stock 
Exchange, as any other. Only it works out, in a great 
many cases, just as an over-riding jurisdiction. 

Q. For the most part, the Toronto Stock 
Exchange succeeds in regulating its own affairs? 

A. Yes. The Toronto Stock Exchange is very anxious 
to prevent trouble. They will come to the Commission 
frequently. 

For instance, sometimes something may develop 
down on the Exchange, where they investigate it fubly 
and it gets beyond their jurisdiction, and they would 
be the first to come to the Commission and ask for 


help. 


BY MR. JANES: 


Q. Help in what way? 
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A. The usual way, within the powers under the 
Securities Act. 

| Q. Then I will repeat my question. "They 
made an investigation and approved"; what does that 
mean? 
A. We can investigate. We can get an order from the 
Hon. Attorney General apoointing different members of 
our staff as investigators and we have full power to 


Subpoena witnesses, and cross-examine and examine them. 


BY THE CHATRMAN: 

Q. And have a complete audit? 
A. Yes, and have a complete audit; we can seize their 
books and go into anything fully. ‘Je can go into the 
Exchange House. A lot of people who buy street 
certificates, and their names are not on the certificates, 
but we find out what their names are, if we want to. 
We have as wide a power of investigation as it is 
possible to give. 

Q.- You investigate to see if there is such 
a gold mine, but you do not investigate the worth of 
a stock? 


A. Ohno, definitely not. 


BY MR. JOLLIFFE: 


Q. What you are looking for is some violation 
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of the law? 
A. Yes. 

BY THE CHAIRMAN: 

Qe as7a member of the Stock Exchange is 
concerned, he is dealing with stock in some company, 
which no doubt hae been approved some time ago, or 
if it is a new ai atribution , ht has been approved but 
what you will investigate is some subsequent transaction 
to find out whether the dealings in the stock and the 
dealings with the public in that stock -- 

A. Trading in that stock. 

Q. -- yes, trading in that security, has 
been properly carried on, or whether any offense was 
committed? Then that has nothing to do with the value 
of the stock in most cases? 
ae OC. 

Q. I suppose if there was some suspicion 
that something had been done with any of the assets 
of the company, your auditor and investigator could be 
directed to find that out, as well as anything else? 


A. Section 36 gives us the wide powers of audit. 


BY MR. HOUCK: 
Q. Mr. Lennox, during your tenure of office, 
have you been called upon at any time to take action 


in those cases? 
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A. You mean -- 

Q. Where you found some fraud on the xchange, 
Or some misdealings with the stock. 
A. Most of our transactions are against unregistered 
anc unlicensed people. And, apart from that, most of 
Our investigations and disciplinary actions against 
promotional houses, non-member houses, who are ene 
shares direct to the public by way of mail or telephone 


solicitation. 


BY THE CHATRMMAN: 

Q. We will come to that next, when we come 
to the broker-dealers. We have now dealt with the 
investment dealers, and the members of the Toronto 
Stock Exchange, and then there is a third classification, 
that is, the broker-dealers. 

The broker-dealers have an association 
known as the "Broker-Dealers' Association"? 

A. Yas: which was formed in 1948. 

Q. And there is a statute called the 
"Broker-Dealers' Act"? 
&. Yes, 

THE CHATRMAN: Perhaps we should start in 


with that part of it to-morrow. 


MR. JOLLIFFE: Just before we move on to 
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the broker-dealers; there was further material which 
I think Mr. Lennox and his assistant could provide, 


In this case, I would like copies of it myself. 


BY MR. JOLLIFFE: 

Q.- Mr. Lennox, is there a printed annual 
report of the Commission? 
A. Yes. I brought a number of them down. 

Q. I would like to have that. I do not 
think it has been sent to the members of the Legislature. 
A. No, it has not. It is a monthly bulletin. 


Q. Do you not have an annual report? 


Q@. In some cases, it is required. You 
publish a monthly bulletin? 
A. Yes, since January, 1948. 

Q. I have seen one, but I wonder if you 
could provide me with a set? 
A. Yes. (Documents handed to Mr. Jolliffe). 

Q. I see you have only one set. I presume 

you intended it for the use of the Committee? 


A. Yes. 


BY THe CHATRMAN: 
Q. Have you other sets? 


A, I Gan get a complete set; in fact, I can get several. 
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1973 Lennox 


THE CHATRMAN: I suppose the Committee would 
like to see them as an example of what it is, and 
then see what sort of thing it is, and then if they 
want to follow it through, they can be supplied, I 
suppose. 


THE .TINESS: Yes. 


MR. JOLLIFFE; I would like to have a 
complete set, and I think the Comhittee itself should 


have a complete set, 


THE WITNESS: The point is, Mr. Chairman, 
that these bulletins report written decisions by the 


Commission and the Chairman and the policies laid 


down. 

MR. JOLLIFYE: Thereby indicating, by way 
of formal record, one part of the work -- not all the 
work, but a very important branch of the work -- the 


Commission has been doing since 1948? 

It may never have come up before, but it 
does occur to me that it should go to all members of 
the Legislature. It is an offical publication of the 
Commission, indicating the efforts of the Commission 
to make improvements in the Ea eet on of the Act, 
and I think all members of the House should have it. 


But at the moment, in order to facilitate 
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our work, I think it should be available to some of 


us, and we should have access to it. 


THi VITINESS: I had to borrow some to make 
up a complete set. The unfortunate part is that while 
we published sufficient to meet the normal needs, some 
particular issue has news value rather than academic 
and there was a great demand for it, and it exhausted 


our supply. 


THE CHATRMAN: Do what you can to get a 


complete set. 
THE “ITINESS: I will, sir. 


MR. JOLLIFFE: In the meantime, may I have 
this one (indicating)? 
A. Yes. 

MR. HOUCK: Before we adjourn, Mr, Chairman, 
I have a list of some twenty-five or thirty questions 
which I sent to the Chairman, May I have time to- 


morrow to ask him these questions? 


THE CHATRMAN: Surely. He mentioned to 


me that he had received them. 


THE “ITINESS: These questions will lead on 


to other questions. 
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THE CHAIRMAN: I think if we lay the 
foundation first to get the broad picture, then some 
of these questions might come into the broad picture, 
and some might deal with some special phases of it. 


Is there anything further this afternoon? 


MR. DOWNER: I think it would be better if 


we go right on with the continuity. 


THE CH4ATRMAN: Then to-morrow, we will get 
a general description of the broker-dealers' functions. 
We will adjourn now until 10,30 to-morrow 


morning. 


---The witness temporarily retired. 

---Whereupon at 5.00 o'clock P.M., the further 
proceedings of this Committee adjourned until 
Wednesday, July 25th, 1951, at 10.30 of the clock, 
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Toronto, Ontario, 
Wednesday, July 25th, 1951, 
At 10.30 o'clock a.m. 


---The further proceedings of this Committee reconvened 
pursuant to adjournment. 
---All parties present. 


---Oame appearances as heretofore noted. 


THE CHAIRMAN: Gentlemen, we will come to order. 


QOS'\.ALD 2ZLMER LENNOX, 
A witness previously heard and now recalled who, having 


been already sworn, continues his testimony as follows: 
BY THE CHAIRMAN: 


Q. Mr. Lennox, yesterday afternoon you were 
outlining some of the types of securities dealers 
organizations. You had dealt with the Investment 
Dealers Organization, the Toronto Stock Exchange, and 
I think we had come to the Brokers Dealers Associa- 
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Perhaps you can go ahead, in your own way, 

and describe what that is, and the function of it, and 
the sort of business they do, 
A. Well, lir. Chairman and gentlemen, the broker dealers 
-- which consist mostly of promotional houses dealing as 
principals in the distribution of prospective issues to 
the public -- were formed as an association in 1948. 

As a matter of fact, they were organized just 
about the time I was appointed to my present position. 
The theory of that, of course, was self-discipline and 
self-management, and I think, if I may say so, it is an 
excellent principle, and I have every confidence it is 
going to work out in this case, as it has in the older 
organizations, such as the I.D.A., which was organized 
in 1916, and the Stock Exchange which goes back the 
best part of one hundred years. 

At first it was only natural that these 
people had a lot of domestic troubles, and they gave 
the commission a great deal of trouble. JI would say, 
for the first year -- or the first year anda half -- 
they possibly retarded securities administration. In 
short, they. went to the commission, and wanted the 
-gommission to give everything, and they did not want 


to give anything. 
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Now, we have a new Board which I think is 
hove representative of the promotional industry, and 
I think they are doing an excellent job, and I think 
eventually -- if you can call it an “‘experiment" -- 
it will work out to the over-all advantage of this 
province. 

Later on, no doubt, I will refer to 
specific constructive measures adopted by the broker 
dealers. 

The main issues between myself -- I should 
not say "myself", but the Ontario Securities Commission 
-- and the broker dealers is that of price spread -- 
that is, the price paid to the Treasury and the offering 
price of the securities to the public -- is still 
excessive, and it is a very serious pro vosition, 
because the wide spread in prices serves as an 
incentive which was promptly aired in the Press, 
because the spread in prices enabled these excessive 
telephoning and high pressure operations, and the 
exorbitant advertising, and excessive salesmen's 
comnissions.- That is my opinion. 

The association now has about 140 members, 
holding a single registration, and about twenty-five 


other members who hold dual registrations inasmuch 
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as they are members of the Toronto Stock Exchange and 
have also taken out a registration as a broker dealer, 
in order to enable them to trade as principals in the 


primary distribution of securities to the public. 
BY .:R. HOUCK: 


wW. Does the executive of these people meet 
with your commission from time to time? 

A. Yes. I made a count one year, and we had thiiteen 
meetings, which would naturally mean about one a2 ronth, 
but, for instance, at this time of the year I do now think 
you could round up a quorum of the Board of Governors 

of the Broker Dealers Association. 

Besides meetings where the full board comes 
up to discuss matters with the commission, including 
the Registrar, the Chief Auditor, and the Senior 
Solicitor, the Chairman of that Board, or the Vice- 
Chairman or the Secretary are constantly in touch with 
the Commission. 

Q. Do they seem to be co-operative with you? 
A. I would say so. There is a definite trend of 


improvements -- a definite improvement. 


WR. JANES: Mr. Chairman, I was interested 


in Mr, Lennox mentioning the price spread. Is this 
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the proper time to ask im to enlarge onthat a little 
bit, and the way it affects these fraudulent stock 
sales, and telephone calls, about which we nave read 


so much? 


THE CHAIRMAN: I think it might be a good 
time for the Commissioner to deal quite fully with 
the sort of things the commissioner raised yesterday, 
that is, what the commission does approve of, and the 
various things taken into consideration, tre price 


spread being one of them. 
BY iiR. JANES: 


@. ‘hen you approve a certain stock, what 
does that mean? Does your approval mean that that 
stock is worthy of investment? Or, in other words, 
that there is a gold mine, or an oil well, or some- 
thing of that kind? Does vour approval mean that? 

A. Definitely not. Our approval means they have filed 
a prospectus and other statutory material, which is a 
requirement of the Act. 

The requirements in regard to mining issues 
-- and I will devote most of my evidence to mining 
issues, because that is the more difficult problem 


-- are shown in Section 38, where the requirement is 
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directed to a full, true and plain disclosure. ‘e 

have to check and see that all t ese requirements 

of the Act are met with, and t:at the consideration 
siven for the property -- for instance, if a prospector 
turns over a claim to an issuing conpany -- tnat the 
consideration given in return for that property is 

fair and equitable, that proper arrangements have been 
made to tie up 90% of the shares in a pool or escrow, 


as the case may be, that is, tnat they are unsaleable-- 
BY THE CHaIRMAN: 


Q. That is, unsaleable for a period? 
A. Yes, unsaleable to the public for a period, and that 
the financial statement nieets the requirements of the 
Act. 

Q@. “ill you enlarge a little on that? You 
say they are unsaleable to the public for a period. 
I think that is clear, but why do you hold 90%? 
4H. In order to. give the financing of the treasury a 
fair chance, so that there will not be competition 
between financing the treasury and the vendor, who 
is often the promoter, as well as the company, being 


. allowed to unload the vendors! interests. 
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BY MR. GRUMMETT: 


Q. lir. Lennox, I think the Committee would 
get a much better view of the whole matter if you 


started back when the prospector is in the bush. 


MR. CHAaALRMAN: Yes, I think that is a good 


idea. 


MR. GRUMLETT: Mr, Janes is asking a question, 
and it may confuse the whole issue. If he started 
back wnere the prospector goes into the bush, and stakes 
a claim, and shows us exactly where he comes in and 
where he keeps up with the operations of the dealers, 


if he can, I think it would be much better, 


THE CHAIRMAN: In other words, give the whole 
history of one of these typical transactions, what they 
do, how they go about financing it, and what steps you 
take, and what approval you have to give until it is 
listed on the Stock Exchange -- assuming this is one 


which has succeeded. 


MR. GRUMAETT: Yes, we will leave the other 


500,000 aside. 


MR. VILLENLUVE: I think that is a good idea. 
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THs “ITNESS: A prospector goes into the bush 
and stakes some claims. te does the deesaaeie assess- 
ment work on those claims to keep them in good 
stending, and ten ‘ie goes down to bay street and tries 
to finance the development of these properties. 

‘hat happens is tat the promoter, or broker, 
or some group, with the prospector in the picture, 
incorporates a company. For the sake of argument, we 


will say it is a three million dollar company -- 
BY b.R. GRUM:ETT: 


uw. Let me interrupt you. Quite often tirere 
is a syndicate before the company? 
A. Yes, certainly. 

we luaybe you can enlarge on that angle of it, 
too? 

A. Frequently t’e prospector forms a syndicate, and under 
that syndicate agreement, he is enabled to issue units 
and sell those units to the »oublic. 

If a syndicate has been formed priorto the in- 
corporation of a company, each of these units has a 
share value. Taking the argument tiat each unit carries 
with it 25 shares, from then on in it is not much dif- 


ferent than any other normal promotional financing. 
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I will take -- 
BY THE CHAIRMAN: 


We ‘hat is the purpose -- per.aps I had better 
mention this -- wiat is the purpose of the money that 
is raised and put into a syndicate? ‘hat is it gener- 
ally used for? There is some limitation to it? 
A. Further development, wit: a grub stake. a prospector 
can form a syndicate and get a grub stake to go out and 
look for properties which, if successful, can eventually 


be turned into a company. 
BY MR. JOLLIFFE: 


We Prospectors syndicates are governed by 
the Securities Act? 
A. Yes, but they are simple provisions, Mr, Jolliffe. 


It is to raise money to find his property. 
BY lik. JANZS: 


wW. He can form a syndicate before he has any 
property at all? 
A. Yes. That is commonly called a "grub stake". 

Then, when this three million dollar company is 


formed, the prospector's holdings are paid for by what 
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we call "vendor's shares", Up to 1950 the vendor's 


allowance was accepted as one-third -- 
BY MR. JOLLIFFE: 


we That would be one million s ares? 
A. Yes. That was the invariable practice, subject 
to adjustment upwards if the prospector could establish 
out-of-pocket expenses, and work and labour which would 
justify an additional allowance. 

In lay, 1950, after discussions with te Stock 
Exchange and the Brokers Dealers Association, and the 
prospectors -- and when I say "discussions", they were 
lengthy and long discussions -- we were able to revise 
that policy by reducing the vendor's interest in the 
case of a three million share company to 750,000 shares, 
in otier words, from one-third to three=quarters. 

@, That would be one-quarter. 
A, Oh, yes, one-quarter, that is pieties I am sorry, 
reducing it to one-quarter. 

| In the case of a four million share company, 

we reduced it to twenty percent, and in the case of 
a five million share company, we reduced the vendor's 
interest to 18%. 

That is a matter involving millions of 


dollars. It nas changed the procedure, after a period 
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of a great many years, and I am happy to say that I 
think the prospectors, although they objected to it 
strenuously at the time, are now absolutely satisfied, 
because they feel that their shares over all have a 
better value, and are not just kicked around, as 


worthless paper. 
BY MR. HOUCK: 


Q. lr. Lennox, do the members of these 
syndicates receive some vendor's stock in order to 
allow their names to be connected with it? 

A. The syndicate manager or trustee receives vendor's 
stock, He still receives one-third. \.e have not 
interfered witi that, because in this day and age we 
are trying to encourage prospectors to go out, 

Q. Perhaps you misunderstood my question. 
Supposing this prospector forms a company; he goes to 
some men prominently known, and asks if they will act 
as president or vice-president. Do they receive wendor's 
stock? 

A. Not officially. No doubt there are private deals 


between the prospectors and the financial interests -- 


MR. GRUMMETT: Call him the "promoter", 


THE CHAIRMAN: ‘hat ir. Houck was asking 
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Pana to the directors and officials of the company. 
Is there any allowance made for any shares to go to 
them? 

THE. ITWESS: It is not difectly recognized, 
But the commission does not interfere in that private 


contract between a prospector and a promoter. 
BY TH. CHAIRMAN: 


@. in other words, a@ prospector out ot his 
million shares could, if ue wished to do so, give some 
of the officers or directors of the company some shares 
to compensate them for taking on these duties? Is 
that what happened here? 

A. I can make that clear. The prospector is often 
called upon to, to use the language of the streets, 


"sweeten the deal", as they call it downtown. 
BY bR. JOLLIFFL: 


Q. But it still remains vendor's stock? 


A. Yes. 


hiR. JOLLIFFL: I think we should let l.ir.Lennox 


go on and explain the process. 


‘THD “ITNLSS: As I said, it is not recognised. 
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The commission does not intervene with it, but it is 
disclosed in the prospectus informally, in this way; 

there is provision for disclosure in the prospectus of any 
person holding a greater) than five percent. of the 
Capital stock, including the vendor's interest, and 

it shows who is in the deal with the prospector, and 

has been bonused by the prospector. 

The prospectors or vendors are often called 
upon to bonus the broker-dealer making the public 
offering. It is a bonue to him, and he is able to 
acquire a certain block of vendor's stock at a very 
low price to -- again using the term I have already 
used -- "sweeten the deal", 

‘hen I came into office, very shortly after 
this 1947 Act was passed, I found that they were selling 
vendor's shares along with Treasury shares, without 
making any disclosure in the prospectus to that effect. 
You see now, gentlemen, that would render the whole 
transaction void, because the shares are not divisible; 
they have no identity; a person cannot say, "I bought 
on the representation that they were Treasury shares, 
and I found that the vendor's shares went along with 


the Treasury shares." 
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BY LLR. JANES: 


= 


Q. By "Treasury shares", you mean any where 
the money goes right into the company? 

A. Yes. So we insisted upon a full disclosure in case 
they intended to offer vendor's stock, along with 
Treasury stock. 

So the deal is set up allowing the vendor's 
shares, but it is all contingent upon approval by the 
Commission. Lven if they sell shares outright for 
cash, it is dependent upon final approval by the com- 
mission. 

Then the promoter or issuing company -- the 
company which intends to issue and make a public 
offering -- prepares the prospectus and other statutory 
material. 

I have brought some samples of prospectuses 
which I thought might be of some assistance to the 


Committee. 


BY MR.. JOLLIFFS: 

Q. These are not all mining prospectuses 
(indicating)? 
A. Wo, not all of them. That material is filed with 
the Commission in draft form. It is checked against 


their requirements and provisions of the Act, 
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The eats report is checked to see if 
it is complete, and that the certificate is in order, 
and sometimes, when we are in doubt, we refer the 
prospectus to Dr. Rickaby who is a member of the 
Commission, and Deputy Minister of Mines. 

I should not say "prospectus"; I should say 
“engineer's reports", 

According to the ordinary financing arrange- 
ments existing now -- 

Q.- Mr. Lennox, may I make a suggestion to 
you? 

A.  Yos, 

Q. I suggest in presenting this outline 
of what ordinarily occurs in tre financing of a mining 
transaction, you should distinguish between what is 
required by the law, and what is a matter of practice. 
You see what I mean? 
me Yes. Well, what is required by law is fully set 
forth in Sections 38, 39 and 41, and I will try to 
emphasize or policy as I a along. 

Under our normal financing system, these 
Treasury shares -- which, in the case of these 
5,000 ,000-share company to which I have just referred, 
would then be 24 million shares, as 8 of a million 


Shares have already been alloted for the property. 
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They are usually underwritten and are optional ata 
scale of prices, which scalés up as it goes along. 
I think I should enlarge on that, and mention some- 


thing about underwriters and optionees. 


BY MR. JANES: 

Q. We find here "A", "Br and "C" stocks; 
is that a different grade? 

A. No, it is a gradual price set up. 

We would like, if possible, that all under- 
writings and options would be granted direct to the 
dealers entitled to sell the stock to the public. Un- 
fortunately, there is an individual who appears, whom 
I shall describe as the "*middle-man", and that is an 
apt description of him, who underwrites and options 
these shares, 

The cause for the use of a middle-man, I 
understand, flows from a taxing proposition originally. 
The income tax people have caught up with that ad- 
vantage, whatever it was, and there is no value now in 
having a middle-man from a taxation point of view, 
but the system has been introduced, and it is very 
prevalent, even to this day. 

The underwriter or optionee might under- 


write a block of stock or buy outright a block of stock, 
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and then obtain an option on successive blocks of 
stock, over a period of time. 

Q. Do you mind if I interrupt you? 

A. Not at all. I would be glad if you would. 

Q. I wonder if that might not be made more 
clear, if we received a typical case as suggested in 
your bulletin, to explain the nature of this option 
agreement. 

A. In the case of the Ascot Metels Coprration Limited, 
accepted for filing in the spring of 1949, by an agree- 
ment dated March 10th, 1949, £.A.R. -- I will only 

use the initials, not the names, if I can avoid it -- 
agreed to purchase 500,000 shares, being 300,000 

shares at .15¢, and 200,000 shares at .20¢, and the 

sun of #2,499.95 had already been received in payment 
for 83,335 shares at .15¢. 

Otherwise, Paes is a formal underwriting 


or Oubright sales of that property or shares. 


BY MR. JANES: 
Q. Excuse my ignorance again. Have those 


Shares the same share value -- any dividends? 
MR. GRUMMETT: Oh, certainly. 


THE WITNESS: If it comes to dividends, all 
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shares are the same, even the vendors. 

And a further 37,500.05 for 241,667 shares 
is to be paid within ten days after aceeptance of 
filing by this Commission. 

The $15,000. for 75,000 shares is fees paid 
within 100 days after the said acceptance date, and 
the balance of $20,000. for 100,000 shares, within 
160 days after said acceptance date. 

You will see by that, gentlemen, that over 
$12,000, has been received by the Treasury, which is 
evidence that the underwriter has some confidence in 
the undertaking, and he has created a liability covering 

$57,500., $15,000., and $20,000. That is not an option 
that he can drop; that is a debt which he owes the 
company. It is a firm contract. 

I would like to emphasize that, because the 
Outside press has criticized our financing from every 
point of view. I did not select this (indicating); 
it was handed to me. This is just a sample at random. 
I have many other aes here which shows that 
Ontario financing is on a sound basis in a majority 
of cases, but there are, as nsuene a few "fly-by-night" 
concerns giving us a lot of trouble. 

But the Commission is concerned with 


another problem. Suppose we stressed the question 
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of a firm underwriting and insisted on the promotor 
creating a debt and liability; surely we will Be me t 
with a proposal right "off the bat", They would say 
"vou are discriminating against the small man who has 
a small property; he has something which is worthwhile 
but he cannot meet your requirements". That is an 
Opinion we have to continually guard against. If it 
were not for that, we could put our financing on as 
good terms as they have down in Wall Street, I believe. 

Here the underwriter has created a 
liability he is bound to meet. 


This goes on to say: 


"In consideration of the foregoing, E. A. R. 
refeived an option on a further 499,995 
shares, being 100,000 each at .25¢, .30¢, 
.o8¢ and .40¢." That is the rising scale 
to which I referred earlier. The idda of that rising 
scale -- which is not understood in some other juris- 
dictions -- is that the opinion in Ontario has been 
for a great many years, that when an issuing company 
is well financed up to a point, and development has 
been done, resulting from that financing, the scale 
should be stepped up and the matter of financing 


increased, 
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Whether that is better than other foms 
of financing, is a matter of opinion. I can refer 
you 0 a prospectus accepted by the S. %. C. where 
600,000 shares went out at .60¢. It is a matter of 
Opinion whether that financing is better than ours, 
but this form seems to have been accepted over a period 
of years, and within our own jurisdiction, I have not 
heard any serious criticism, 

The criticism I have heard is that the 
issuing company should not grant options, but should 
sell through a broker, if they wish, on a straicht 
commission basis, with a result that if they do 
develop a very promising property, and promising results 
are discovered in the early stage of financins, the 
company itself will get the benefit, rather than the 
optionee,. 

That is possible in Ontario, because we have 
what we call "security issuers', which enables the 
officers and directors of a company to sell their 
securities direct to the public, but with this 
restriction, that at least 75 percent. of the proceeds 
of the sale must go into the company's treasury. 

So, to carry on with this example I have 
been handed, we find further large blocks of shares 


have been optioned at various prices, from .25¢ up to 
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200¢. 

We further find that the authorized capital 
of the company is 3,500,000 shares and that 2,083,338 
have been issued and 800,000 have been escrowed. That 
dates back to 1949, before the Commission reduced the 


amount of the vendor's stock. 


BY MR. JOLLIFYFE: 
Q, iI think you might explain the meaning 
of that term for the purpose of this financing, Mr. 


Lennox, 


MR. GRUMMETT: Yes, because it has very 
important bearing, thc escrow stock on the whole 
transaction, so I think now would be the time to bring 


that in. 


THE WITNESS: Yes. “Hscrowing stock" means 
it is placed in a pool, usually with a trust company, 
under certain conditions, The normal conditions are 
that this stock may not be released without the 
consent of the Ontario Securities Commission. 

I would say that if it is a listed stock, 
the consent of the Toronto Stock Exchange must also 
be obtained, 
We have a very definite policy with reference 


to the release of these shares, with the idea of 

















' 4 By Let te yon y yn ult ay ah aati? i iy 
it FO ON GN CROU SRC RTT Bake Ve Rea Ais arta 8 Be |) | } 


Baa @ Ag ae 


) . 0 
sex FeO. S gadd Soe vevegde QOG.008, § ak yRetios ent te 








dt? towovoge ‘peed svet 000/008 Rus heneek gee a. 
i 3 yj 
sa ono wd weet (Oe E Od teed  eerane 
Waa sae ; XARA DMD A ORD NT GT oN a) ee J Bah i 
Lan 
wHoote e™ohtey ott, to. enagam: 
mf iy % a) shenchnd A ny ie i 5 St 
r “e Cis, % one wat. ? ee | 0 
7 2 OO GR Gl we eS aS Cin BOW Aid ov 
> . 
” 
eon \ pee een eee es me 
; ii PECL ap EL: 2 Oe SO BOOP Gh ae? EXT es O— 1) SB 
Mie th age ‘ 
Mn! + LOM 
ad 
aeye yf hy gt eyny 
. ; | { ] eh \ , eh We “ee a zt 
i NEED i 
F yer), | oe ee ee wt 
oa sed mo Soars worog es OAT  ~RRsSTe ed d aT SOU 
a - PB re * a 
: , fe aha eI Late fale Tet. lhe i vee hws ce = mw te 
atiad of eute sat ed Bigow jon ality £08 (iO te eee Bee 
+ we ae! . [ 
“1 zy. ‘ ee. 
bd bes en rn 
rp.et "tou ESR ME SOM aL eres 


AT 


‘ } a) 
, eh > a, *. are. 4. «> ~ + oy Py 
wracaoo teu? os gdie viisveo.,foag 8 wh oeosig gk 


wy eal 


ye by? , , mf Ath il Di aed A 
tS SRG eh 2M es 1 gt COCR CNY een Le aTOd |) cits Lak 


¢ 
- 


as v 


ou a ey Meee 
duit puOAd AyD peel ee er) a Om eae Asote, slid ts 
ast ths Reh en eB eo Enea eink 0G og 


; ‘ iat BA ie ee ee ay Pee eS, 
‘ "hy pant; ra yi ; x Fs it Tf ni tL tari V Ge 0 Lie f ny 
f * oe " , 
ae iu Aer to ep et eet! A Nrcur 9 3 gtnorokt gist! * . 
a2 oi & pis rs its AOS TS ORO NOD. a ee “td. Erhi id 
7 ie A Be 
FY ey 





pistes OG lies 
‘awed GH» 
ae) > 


: es 







an vuceton gtiw Voilod, se fahren etevy 
sien r at { \ e 


¥ 


1997 Lennox 


protecting the treasury of the company while financing 
is still going on. 

It was not so very long ago that the order 
of the day was that one ehare of the escrow stock 
would be released for every share sold. “Je have changed 
that policy to this; that unless there are special 
factors, the right of release would only be one share 
for every three shares sold, so that the company, in 
the ordinary course of events, with two and three 
quarter million shares to sell, would be fully 


financed before the release from escrow. 


BY MR. GRUMETT: 

Q. I do not think you made it clear what 
stocks are placed in escrow. You have not been 
sufficiently clear on that »oint -- the reason for 
placing them in escrow, 

A. I thought I had. The shares going to the vendor- 
90 percent. of those shares are escrowedto protect 

the treasury. In other words, the sale of treasury 
stock will not come into competition with the sale of 


vendor's stock, 


BY MR. HOUCK: 
Q. Who decides if there are any special 


conditions, where they can sell the escrow satock? 
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A. I am just coming to that. ‘Then an application 
is made for release from escrow, it is accompanied 
by a financial statement. A complete break-down of 
that financial statement is made,,and the factors we 
consider in granting a release for escrow, are, first, 
the amount of money already raised from the treasury 
and secondly, how much of that money has been expended 
in the development of the property, so that in an 
ordinary mining company, the release from escrow has 
been materially restrained in the last few years; 
I might say thee’? - bask to the time of my predecessor 
but I am happy to say that the Broker-Dealers are now 
urging very btrchety that even further restrictions be 
placed on the release of escrow shares, because they 
say that a lot of these so-called "high-pressure individ- 
vals", we are battling from day to day, really cause 
difficulty by acquiring venddr's shares fron prospectors 
and others at a Piaisvonaly low price, and selling 
them at a mark-up which is extremely high. They say 
that is where these "high-pressure" people are making 
their profits and it enables them to continue with the 
"high-pressure" methods. 

I think their representations indicate very 


strongly a change of attitude on the part of the Broker- 
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Dealers’ Association, 

But the Commission has a further considera- 
tion, We must consider our duty to the prospectors, 
and the prospectors have to live, and we must not 
retard the release of vendor's shares unduly to the 
prejudice of the prospectors, who, after all, are the 
men who go out in the bush and find the properties 
in the first place. 

So we have another angle to consider, apart 


from the angle advanced by the Broker=-Dealers Association. 


BY MR. GRUMMETT: 

Q. Would not the prospector be protected? 
If you allow shares to be dumped on the market, the 
prospector loses out. If it turns out to be a success- 


ful mine -- 


THE CHAIRMAN: The prospector has to have 


some breakfast today. 


MR. GRUMMETT: A small amount could be 


released, enough to keep him going. 


BY THE CHATRwAN: 
Q. That is done, is it not? 
Aa > 1OG. 
Q. What is the percentage? Ten percent? 


A. Yes. But additional releases of small amounts, 
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say a thousand shares here and a thousand shares there, 
is a very expensive proposition, because the trust 
company and transfer agent charge a considerable fee 
and there is the government tax on the shares throughout. 
So we have to keep an eye on. the over-all cost as well. 
But, in the spring, you will find the 
prospector wanting to get his shares out and get 
enough money to go out in the bush again. 
I am certainly very pleased with the 
representation made by the Broker-Dealers and I think 
it will result in an adjustment along the lines suggested, 
but we probably will not go quite as far as the 


Broker-Dealers would like us to go, 


BY MR. HOUCK: 

Q. Then, it is within your jurisdiction, if 
they are given the right to release this vendor 
stock from escrow. 

A. Yes. We have a say, and in the case of a listed 
stock, we have to canvass the opinion of the Toronto 


Stock Exchange. 


BY THE CHAIRMAN: 
Q.. Is not the agreement generally one which 
runs for a specific length of time, and the shares 


are tied up for so many months or years, or is it 
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generally left to the discretion of the Commission? 
A. Normally, it is left to the discretion of the 
Commission, 

Q. <All the way through, becsuse it hinges 
on the statutory provisions in Section 44, 
A, There are some cases where there are restrictions 


placed on releases to protect -- 


MR. JOLLIFFE: There are pool agreements over 
and above, and entirely apart from the statutory 
requirements? 

A. Absolutely. I can recall a current case, a week 

or sO ago where the Commission insisted upon all sHares 
being in escrow for a period of years. ‘We did not 
insist on it, arbitrarily, but we can, for the proection 
of that particular company. That was the out-come. 

A few questions might help me, 

Q. Is this correct, Mr. Lennox; the escrow 
arrangement was entered into voluntarily, on the basis 
that if they are ee made in a certain way, the issue 
would not be accepted by your Commission? 

A. A statutory escrow agreement is a condition pre- 
cedert to tan tales by the Gartateaciaa 

Q. And the normal requirement is that 
Lee percent. of the vendor's shares, at least, shall 


be placed in escrow subject to your release, and only 
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with your consent? 

A. Yes, but I think this would be a very opportune 
time to deal with the special considerations with 
reference to the escrow shares. 

In the spring of 1948, as you all know, the 
Western oil fields began to develop very rapidly, and 
there were different kinds of western oil. There was 
the shallow well af Lloydminster, with a very heavy 
crude oil, as opposed to the high gravity oil coming 
from such fields as Redwater and other Alberta fields. 

The western oil situation was new to the 
Commission, and it was new to the brokerage industry 
itself. They are not responsible for all the actions; 
some of them can be attributed to ignorance. 

We found out in dealing with the chief 
shallow Lloydminster fields, which are in competition 
with the great commercial flow, that the whole scheme 
in the local primary houses was to get a successful 
well, and their odds for getting one were very good; 
they could hardly miss in certain districts. But 
their Object was to get a successful well and unload 
their vendor's interest, and from then on, the deal 
was a "dead duck", 

I will give the Broker-Dealers' Association 


a mark for this one, because it shows how an organized 
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industry, with the more or less academic knowledge 
of the Commission, can be of great help. 

In November, 1949, after this sit«'*ion 
had developed, the Broker-Dealers came to the Commission 
with the suggestion that in the case of an oil field, 
there be no free vendor's shares at the out-set., That 
curbed it considerably. 

The next idea was that the release was 
governed and controlled by a certain fixed policy from 
then on and those policies are set forth in the 
November, 1949, bulletin. 

At the same time -- and this (indicating) 
is November, 1949 -- they reduced the vendor's interest 
from one million shares in a three million share 
company to 750,000 shares, 

Then the releases from then on in devended 
on the drilling of wells, 20 percent. to the first, 
end 20 percent. on the second, and 50 percent. on 
- the third and so on down. 

But in phe case of these shallow Lloyd- 
ee three wells counted as one normal 
well, so we restricted the release in thetkind of oil 
materially, at that time. I must say it had a very 
excellent practical result. 


We found that the companisswhich formerly 
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devoted most of their efforts to drilling in this 
Shallow field, were going out and trying to get an off- 
set well for distribution in a better and more pro- 
ductive field. 


I have dealt with the underwriting and option 


THS CHAIRMAN: Would you care to adjourn for 


a few moments, for a little respite. 
THE (LTNDSS: Thankyou. 


---WWhereupon a short recess was had. 


---Upon resuming. 


BY THE CHATRMAN: 
Q. Are you ready to proceed? 


A. <Any time, sir. 


THE CHAIRMAN: Then I will call the Committee 


to order, and Mr. Lennox will proceed. 


BY MR. JANES: 

Q. Mr. Lennox, I am not quite clear on 
one point, You are talking about this vendor's stock; 
is that vendor's stock all the property of the 
prospector, or can a Svan Ate have vendor's stock,too? 
A. No, the prospector gets one-third of the unit-as 


vendor's interest, and he sells the balance of the unit 
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to individuals who eventually hope to participate in 


a company to be formed, if the thing is successful. 


@. is that part of the 90 percent. he him- 


self puts in escrow? Is that part of his 10 percent? 


A, Eventually, he can sell it all, 

Q. I mean immediately, when the company is 
formed. 
A. He would just have 10 percent. of one-third. 


Q. And there ere no shares of stock which 


can be granted to the syndicate then? 


A. 


A. 


No, they buy it. 
Q. Do they have to buy theirs? 


Yes. 


MR. GRUMVMETT: That is exactly right. 


BY THE CHATRMAN : 


Q. Sup, osing we take an example; a company 


issues one million shares out of three million it has 


to issue to the vendors? 


A. 


be 


x6s. 
Q. Whoever it may be. The vendor might 


the original prospectors; they might be the syndicate 


-- if there was a syndicate. 


A. 


Oh, I misunderstood the question. Yes. 


Q. The first point is only one million 
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company's stock can go in that way? 


Sup vose the vendor was a syndicate and 


consisted of one hundred thousand units, 


would get a million shares, probably? 


Thus, -- 


A. I am sorry, it is 750,000 shares. 


Q. 


1 ee 42 F: 


790,000 shares? 


MR. JOLLIFFE: Now. Since the reduction, 


THE CHATRMAN: Oh yes, that is right. 


MR. JANES: In this case, the prospector 


would disappear and the syndicate would have the 


shares. 


MR. GRUMMETT: He might be a member of the 


syndicate. 


‘THE CHAIRMAN: The prospector would have 


an interest in the syndicate. He would take down so 


many units as his share, 


THE “TTNZ5S: One-third. 


BY MR. JANES: 
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Q. So only, one-third which can be given-- 

A, We have not interfered with the prospecting 
syndicates, The prospector selects a piece of ground 
or stakes some claim and he gets one-third as vendor's 
interest, but when the syndicate turns their holdings 
into an incorporated company, the vendor's interest 
then in an ordinary transaction is 750,000 shares and 
the prespector is still the biggest man in that 
syndicate, 

Q. Then the prospector would get shtres in 
the company in proportion to the shares he held in the 
unit. 

A. Yes. 

BY MR. JOLLIFZE: 

Q. Let us go back to our starting point, 
and you stop me if I am wrong. Is this not what 
happens? The very starting point is the prospector 
himself, who operates either with his own resources 
Or with borrowed money. If he wants to borrow money 
from a friend to grub-stake him, that is no concern 
of your Commission? 

A, No. 

Q.- On the other: hand, to carry on, he has 

the right, if he wishes, to organize a prospector's 


syndicate, under the Securities Act? 
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ae OXOS. 

Q. With a capital limited to (355,000? 
ie to 

Q. And having staked a claim, he can convey 
it to the syndicate? 
me, 108, 

Q. And he gets up to one-third of the 
syndicate? 

A. They are held in trust. 

Q. But, in effect, the prospector's syndicate 
gets the right to become the subsequent vendor? 
a. Y6s, 

Q. Then, at a later stage, when a deal is 
arranged, and a company is incorporated with perhaps 
3,000,000 shares? 

A. Yes. 

Q. And the syndicate then conveys the shares 
to the company? 
ye 4 

Q. Who may now take, es the price of the 
property, 750,000 shares in a 5,000,000 share company? 
Ae YSes 

Q. 90 percent. SeeRutor, however, must remain 


in escrow until such time as it is released by you? 
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A. That is the whole picture. 

Q- And from there on out, any transection 
with the public is governed by the Act, and by your 
Commission? 

A. That is right. 

Q. Then, to take the next ster -- and be 
sure to sto, me if I suggest anything that is not quite 
correct -- the company makes an agree ient with a broker- 
dealer, in a typical cause, for the sale to that broker- 
dealer of certain shares on a firm basis, and also 
grants the broker-dealer an option to purchase any more 
shares at a future date? 


A. That is right, unless the middle-man comes in 


there, 

BY MR. JAN@ 

Q.- What does the middle-man do? Let's get 
at that. 

MR. VILLENEUV2: Yes. Who is the middle- 
man? 


THE WITNHS:: They are often known on Bay 
Street as "taxation companies", because that is how 


they originated, 


BY TH. CHATRMAN: 


Q.- As what? 
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A. Taxation companies. They are just professional 
under-writers and optionees. ‘Jhy they became so 


popular was from a taxation point of view, long aga. 


BY MR. JANZS: 
Q. Can you explain that? 


A. That is out of my field. I am very sorry. 


THE CHATRIMAN: Ido not know as we are so 
concerned with the taxation aspect of it, but as middle- 
men, what did they do? What was their position in 
this series of transactions? 

A. This brings us to what I consider one of the most 
important steps in administration, since my time. These 
companies with various names -- and you will see their 
names through the bulletins as uncer-writers -- have 
no useful purpose in the scheme of corporate financing, 
that I know of. They would get options on two million 
shares at various prices. They would grant 2 sub- 
under-writing to the Broker-Dealers, because the 
Broker-Dealers were the only persons licensed to sell 
in Ontario. They have to employ a dipelet 

The Commission, found, in a very vide 
investigation -- which started late in 1949 and was 
ceived lukas early in 1950 -- that there was a 


terrific mark-up between the price paid to the treasury 
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by the optionee and his price to the broker-dealer. 
In this particular case, we found a mark-up of as high 
as .lO¢g between the option price and the sub-option 


price, Do you follow me? 


BY MR. JOLLIFF2: 


Q. is there not more to that than taxation? 


Q. Does that not give rise to an extra 
price spread? 


A. That is the whole story. 


BY THE CHAIRMAN: 

Q. The option price is the only thing which 
is discussed in the prospectus? 

A. Until the Act was amended. 

Q. I am talking about this transaction you 
are Oout-lin* gpfhat it was not for something that was 
coming to the attention of the Commissione- or was it? 
I don't know. 

A. We discovered this glering mark-up in a case 
reported in the February bulletin, of 1950. ‘That is 
one which is long out of print so many people wanted 
it. There was a mark-up of .10¢ apparently for 


nothing except they paid the transfer tax of the 
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Dominion and Ontario, amounting te seven-tenths of 
one cent, if my memory serves me right. 

That case was so glaring that we did not 
dare publish the details of it in the bulletin because 
‘that goes to outside jurisdictions, so in order to 
demonstrate our findinss in case of an appeal to a 
judge of the Supreme Court, we had prepared a schedule 
to our decision, but we did not publish the schedule 
for obvious reasons. 

Accordingly, I made a recommendation that the 
Act be amended to call for the disclosure of all sub- 
options as well as options, and following that amend- 
ment, I introduced a policy that the outside spread 
between an option and a sub-option would be .02¢. Later 
I found out that even .02¢ was too much; it was still 
attracting these people who were on the fringe of the 
industry, who are of no real use to the industry, so 
f reduced the spread to one-half cent. 

In the meantime, the Broker-Dealers -- and 
this has a very definite bearing on price spreads - 
argued with me and said"iwhat is the dittercnes what 
the spread is between an option anda sub-option 
because we are only concerned with the price A the 
treasury and the offering price to the public?", 


That argument is not sound, because the 
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price spread fixed by the Broker-Dealers' Association 
is a maximum. It does not say the dealer has to 
sell at that price -- it is the ceiling. 

The only solution I have with regard to 
the maximum allowed a broker-dealer is, I would say, 
90 percent. of the broker-dealers in this country sell 
away below the maximum set. It is just a control. The 
broker-dealers use their own conscience, and keep the 
thing down to reasonable limits. But how can you 
expect it to be kept down to reasonable limits, if 
the optionee is taking a big cut for his profits, 
before the broker ever gets it? 

So it is absolutely essential for the 
Commission to insist upon a very minor spread between 
the option and sub-option price, and we have it down 
to a minimum, It barely pays the transfer tax. I 
purposely want to cut it down to a minimum because [I 
want to drive that type of operator right out of 


business. 


BY MR. JANES: 

Q. Why not legislate him out of business? 
A. That is a good point. Maybe I was slow taking over, 
but I thought the best policy was to feel my way along 


and see, instead of getting out on a limb, and having 
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to back-water. I have taken it slowly, but I think 
surely, that may very well come. 

The next phase in Phekmet ile was that some 
of these operators out-smarted me. They took shares 
down under an option, and they did not grant a sub- 
option at all, but they said "Ye are selling through 
brokers or dealers on a commission basis". 

That is a pretty hard thing to control, 
but I think, thanks to the members of the legal 
profession who are practicing before the Commission, 
and who have a lot of common sense, we will stamp it 
out, because I think any lawyer -- and I think Mr. Porter 
and Mr. Jolliffe will bear me out -- will advise any 
under-writer or optionee who wants to sell through a 
broker or agent, that he is running very serious risks 
indeed on the ground of a principal being responsible 
for the acts of his agent. 

I think I know one or two lawyers who are 
very capable and well versed in this branch of the 
law, and they would never permit any client of theirs 
to run that risk. 

| have 

So I think we /got down to a point where we 
have that matter fully under control, and I think 
without legislating certain types out of business, 


they will be out of business, as a matter of fact, 
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because there is no profit left for them. And in 
saying that, i have one hundred percent. co-operation 


from the organized brokers industry. 


BY MK. HOUCK: 
Q.- These operators are the middle-men who 


are known in the vernacular, as "high-powered salesmen". 
MR. GRUMMETT: They do not sell. 


BY MR. JOLLIFFE: 

Q.- Let us be clear about the nature of 
this agresment. I have one here (indicating). I 
will not use the name of it, but it is a prospectus 
of a mining company. In this case, there does not 
seem to be much of a spread, but the prospectus dis- 
closes in this case, on the 27th of February, 1951, 
that the company entered into a contract with -- I 
will call him “underwriter 'A'", Toronto, as the 
principal, whereby the latter has purchased 250,000 
shares of the treasury stock of the company at .10¢ 
Peo tras ania ree the 30th day of April, 1951. 
ah ee purchase. 250,000 shares for $25,000. 

The company further grants to the seid 

under-vriter "A" option to purchase additional shares 
as follows: 


"200,000 shares at .10¢. 
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"200,000 shares at .20¢. 
"200,000-:shares at .20¢. 
"200,000 shares at .30@ 
"200,000 shares at .50¢ 
"100,000 shares at .75¢. 
"100,000 shares at 1,00. 
"and the balance of shares at a fair market 
price, but, in any event, not less than 41.00 
per share. 
All options to be exercised within twenty- 


four months of the SOth day of April, 1951." 


These were options which under-writer "A" 
Obliged to exercise. Then it provides they 
be taken down month by month at a minimum 
rate of 100,000 shares. 

The point with which. the witness has been 


is this; this prospectus -- 
MR. JANSS: Was he a middle-man? 


MR. JOLLIFFE: Yes. That is what I am 


coming to. 


BY MR. JOLLIFFE: 


Q.- I would gather that your under-writer 


"A" was not a registered broker-dealer? 
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Q. And he could not make sales to the 


public? 


BY MR. JANES: 

Q. Who could he sell them to? 
A. By his second agreement, dated the 19th of April, 
1951, under-writer "A" asreed with under-writer "Bt" 
to sell to "BY" as principal, the 250,000 shares of 
stock already purchased under the firm commitment, 
for the sum of $25,001. There is a difference of $1.00 
as far as the 250,000 shares were concerned, erd to 
assign his rights to a further option on the 


treasury shares at no increase in price. 


BY MR. JOLLIFTE: 

Q. Now, Mr. Lennox, can you tell us pre- 
cisely a a that would be done? ‘“Jhat is the advantage 
of a middle-man in that ease, paying 41.00 more than -- 
or rather, what is the advantage of broker-dealer 
under-writer "B" paying under-writer "A" 1.00 more 


_than under-writer "A™ paid for the original stock, 
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and then taking an assignment of an agreement, so that 
under-writer "B" can take down the stock at the same 


price -- 
BY THE CHAIRMAN: 


Q. L awsume that under-writer "B" is a 


registered broker-dealer? 
A. Yes. I think I have the answer for that one-dollar 
transaction. 

Q@. A one dollar-a-year man? 


newt 1.5 about as bad. 
BY MR. JANES: 


\.e There must be some useful purpose, or 
they would not do it. 
A. In the case of an option or under-writing agreement, 
the directors of the issuing company, or any person 
who is in the transaction before a public offering is 
made, wants to disassociate himself or themselves in 
every way from the securities, so they can tell outside 
jurisdictions which raise the cry of "fraud" on every 
provocation, that it has nothing to do with them, 

That one dollar is like a sale of a legal 


document; it shows a consideration passing, and that 
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"BY is not simply a nominee for "A", 

I never thought of it before, but that seems 
to be the only solution for it. 

@. On that transaction, he did not make any 
money? 
A. I do not know why he should. I do not know why he 
should be in there. Mind you, there are people who promote 
and finance and take the position of under-writing, who 
have done a lot of constructive work in this province, 
and when I am describing the individual, I am describing 
the individuals described on Bay Street as "taxation 
companies", 

Q. I cannot conceive of a man being in there, 
unless he makes some money. 
A. You remember when I mentioned “sweetening the deal"? 


They are in there for some purpose. 
BY WR. JOLLIFFE: 


Q. Is it possible, Mr. Lennox, that the middle- 
man in this case -- if it was an incorporated company 
-- was there to obscure some material facts which might 


otherwise become evident in the prospectus? 


MR. JANES: Still he must have got paid for 


his services. 
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THE CHAIRMAN: He may have got more of the 
vendor's stock. 

i“R. JOLLIFFE: Why should he? What function 
did he serve. 

THE CHAIRMAN: I do not profess to know. He 
might have it subject to escrow, and if the mine turned 
out to be good, that might be very valuable. 

Once the mine became established 
the vendor's stock would gradually be rcleased to the 
market, and the market could absorb it, and it might 
be very valuable. 

People have made big fortunes out of little 
chunks of vendor's stock. 

liR. JANES: It would not be traded until it 
is released. 

THE CHAIRMAN: Yes. It is all ear-marked in 
that particular way. 

THY \.ITNESS: I think it is probably quite 
logical in this way, that it was necessary to raise 
money at the outset, and possibly the broker-dealers 
had no resources, and the under-writer got in there 
to provide the necessary money in the first instance, 
and he might have had a future call on a block of 


vendor's shares, and those shares could be transferred 





RO AS) 



















adF 2 SOM POS vee, (om, ot outta 


i ; P * 7 2 ape e i a 
 sloose ai nobdey - 
; Lia in te t 
’ } by . Ve 1 A Ma 
ro LS w “ae rt } % Jee ig Ser : bLioris CE: hy aa eA Lay, Bi: eee a : ey } 
eile . wt Be : - \ i Mi a Nae ee 
ove of ‘BID > 
t id ii Pa > os ae 
9h eV ITA o¢ Geatorn Jom, cbt iA EAM ont E Poo ae a a 
r - ie Ua eS - - \ i Be ? ‘ j ri a ” 
Ossie Orth Hitt TE. Base A WOT9RS ie 1s Sania Ji ever, ee x 
‘amine iby on titi gadis shea os of oe 


betallidades) smagad Patan a ns go sU | | mh ) ie 


pi A a woo 


daiyin Fi bn . oF dkosds Bion | reais ocd aca elisa | 


se 


dauday viv ‘ed * 


eLoekhi he suo, aang 3rd obiee aver ofg004 igi st 


om o 
$i Jttiu bebard oc. fon ais oT real Be a tae 


sbescale 


f 1 f a Wr ca 
at dodyamerss ITe ef 00 vet abe GAT Wee 
: aa ie a 54 ie se7 te 3 o taal xa 4 i ht 4 ae vi if ft i : D ’ we 


ative yidsdoty af gf aide wie eanT 


Gist ob Mea 28090 aby at Jaks i oy nt 


Vs = 
sae 


ey 


sveaehr texto ats poe bos 1oetu0 2 ei 4 







é 


t . - 
eed 


HORT an | Je15E arg a. weston rire cepon 


ae 


to Wpold 3 90 Eiso omau'h 2 fa 


weenie (4 ae ery of Hany 


bevisteneTs 9d blog seradg pods, 






2021 Lennox 


still under escrow. They could not be released at the 
time. 
A. I think that could very well be a legitimate trans- 


action all the way through. 
BY i:.R. JOLLIFFE: 


Q. It may be explained by the necessity for 
some credit between February and April? 


A. Yes. 
BY THE CHAIRMAN: 


Q. As I understand it, you make a distinction 
between the ordinary under-writing company, which in 
many cases is the real promoter in the transaction, and 
the company which takes down a block of stock and puts 
some money into the Treasury of the company, in order 
to get it going, and then has an option, and eventually 
disposes of the option at a different price? You are 
not talking about him, when you were saying he would 
be "put out of business", You say it is the middle-men 
that should be put out of business? You are talking 
about these "taxation companies"? 

A. Yes. 
Q. That is a special type of middle-man? 
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ae After all, the under-writing by a man who 
puts up anywhere from ten thousand dollars to twenty 
thousand dollars into the Treasury in the initial stages, 
when they most need that amount of money, to do some 
diamond drilling, and so fortn, seems to me to be a 
very necessary link in the chain. 


iiR. DO.NER: He is taking the biggest chance. 
BY THE CHAILRMAN: 


Q. In most cases, I understand they know 
pretty well where they can sell the stock, and the risk 
may not be as great as would appear. At any rate, 
they have their connections, and their knowledge of 
where to go to find the money. They provide the 
money, that is the most difficult to be raised. 

A. I am talking about the “taxation companies". That 
is not my term; that is a term used on Bay Street. 
As you know, one of them recently issued a writ against 


three members of our staff for an injunction. 
BY MR. JANES: 


Q. Then there are two classes of middle-men? 
A. I prefer to put it the other way. I would say that 
_the promoter who putsup real money, as described here, 


(indicating) is not a middle-man, because he has a func- 
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tion to verform. 
BY TH: CHAIRMAN: 


yy. I wanted to get that cldéar, because as I 
see it, the man who performs almost an essential function, 
might not be a broker-dealer at all? He does not have to 
be registered? 
A. No. 

Q. Unless he is actually dealing directly with 
the public, and selling issues to the public? 
A. Yes. But the next step there would be that the 
broker-dealers should nave sufficient resources them- 


selves to perform that function. 
BY WR. JANES: 


@. Is it going to be possible to distinguish 
between those two middle-men? 
A. It is not very difficult. 

Qy Ip as tot very difficult? 
A. No. We can point to the real people Wo build mines 


in the promotional field. 
BY MMR. JOLLIFFE: 


Q. Mr. Lennox, what is the nest step after 


these agreements have been consummated, and the company 
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files the material required by your commission? What 
is the next step? 
A, Any broker or group of brokers who intend to make 
a public offering pursuant to that must notify 
the commission. Then they must go to the Broker- Dealers' 
Association and get their "deal priced right". In 
other words, they must take the prospectus in to the 
broker-dealers and show them what the price of the 
Treasury is, and have a ceiling placed on a fair price. 
Q. What is the present spread permitted by 
the Broker-Dealers' Association? 
A. The ceiling in low-priced shares is as high as 
three hundred percent., I must admit. 
In other words, on a ten cent stock, the 


ceiling is thirty cents. 
BY THE CHAIRMAN: 


Q. That is a ten cent stock to the Treasury? 
A. Yes. The offering price is thirty cents, but I have 
followed that very carefully, although I cannot give it 
exactly, but I would think that ninety percent. of 48 
dealers sell under the ceiling. 

At this point I might point’ out that there has 


been a lot of criticism from outside Press, from across 
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the border, about the price spread, and they talk about 
a "mark-up" -- and I refer particularly to the St.Louis 
Star Times -- that publication is not now in business 
-- but it speaks about a mark-up of four hundred percent. 
You cannot say it is absolutely incorrect, but it is 
based on this proposition, that our bulletins which 

were introduced and accepted by the whole industry in 
May, 1950, said there are no stock options under ten 
cents, but in order to provide for organizational 
expenses, a maximum of two hundred thousand shares could 
be under-written or purchased at less than ten cents. 

The criticism that is levelled through this 
paper which attacked the administration of Ontario, 
talked of "mark-ups" of as high as four hundred percent. 

I can show you Canadian issues -- and not 
Ontario issues -- which were qualified by the S.u.C., 
where there was a mark-up of eight thousand percent. 

I do not say for one minute I am offering fair criticism 
by saying there is a mark-up of eight thousand percent., 
but I do say that my remark that there is a mark-up of 
eight thousand percent., is just as fair as the criticism 
levelled at this administration, that there is a mark-up 
of four hundred percent. You must look at the over-all 
picture. I say there was a mark-up of eight thousand 


percent. 
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BY iin. JOLLIFFE: 


Q. You would say that was qualified by the 
oen.G 7 
A. That was qualified by the 5.i.C. in June, 1950. 
It shows in very large type,it was a very nice deal 
on the face of it, because the price to the Treasury 
was sixty cents, and the offering price was eighty cents, 
which is only a mark-up of twenty-five percent., which 
is very fair, but when you read on to the bonus, you 
will see "200,000 bonus shares under the terms of the 
under-writing agreement of 'X' company, in addition 
to its under-writing discount and commission, with 
“ee the. right to purchase one share of the common stock 
of the company for every four shares sold by 'X! 
company, for the account of the company; it has the 
right to purchase the shares at one cent"-- in other 
words, if he sells six hundred thousand shares, he has a 
call on two hundred thousand shares at one cent. "This 
stock has been registered in addition to the eight 
hundred thousand shares above described." 

In other words, there are eight hundred 
thousand shares qualified Treasury shares, and two 
hundred thousand, making a total of one million shares 


which can be sold at eighty cents, so that the result 
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of that is that snares taken down fromthe Treasury at 
one cent, can be sold to tne public at eighty cents, 
and that is a mark-up of eight thousand »vercent. 

Earlier I mentioned "sweetening the deal"; 
that is for the vendor's bonuses, but you cannot point 
to any deal I know of in this province where the deal 
was 'sweetened" by the company. It was from the vendor. 

I am not criticising from an over-all point 
of view. Over-all, it is a pretty fair deal. 

I say the St.Louis Star Times issued a booklet, 
including all these articles, and it left space from the 
cecurities and Lxchange Commission, but I do not see 
why they should pick out a deal comprising two hundred 
thousand in Canada and talk about a mark-up of four 
hundred percent., when we can go there and get as clear 


a case of a mark-up of eight thousand percent. 


BY lMiR. JOLLIFFE: 


@. In the case you mentioned, which qualified 
with the 5.4.C., these shares marked up from one cent to 
eighty cents; that applied to what proportion of the 
shares being offered? 

A. One-fifth. 


IR. JOLLIFFE: I do not think we should nesi- 
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tate to mention the name of that company. I under- 

stand your reasons, mr. Lennox, for not wishing to 

get into names, but the fact isthat the companies 
which are involved, as far as your evidence is concerned, 
are companies which deal with the public, and I do not 


think you should hesitate to mention names. 
THE CHalRiiaN: You mean the American company? 


like JOLLIFFE: No, the company which has just 
been referred to, and another company, the shares of 


which have been offered to the public. 


wR. GRUiM.ETT: These shares were offered in 


the United States? 


oR. JOLLIv FL: I see no reason why the names 
should not be mentioned. I do not think our discussions 


should be hampered in any way. 


THL CHAIRMAN: I do not see any objection 
to mentioning the names of ee which have been 
dealing with the public. I think there might be some 
objection to mentioning names, if there is some question 
of suspecting somebody of something or other, but we 
have no proof of it. We do not want to start ¢é 


witch hunt, when the job of the Securities Commission 


At Se Vy 
aM i ve gi i} x Ae 1 : 















































Wa 
unwbnar 2 M Hered nem « 
. We ; Pee hae besa: 
$a. Srtde iw io neh | banal, tat “house hacia. 
, i! i AM ep i‘ 7 rT 
vabmaniica ds. add ab Ry od ad fos “gaat 
soe arootad Bs su a aeoy ea wa ae Sew lovee ars. one 
mere ROL ars tps Benes i Si 
ton ob Das igh Cag itd ta 4 1 Lob iar eptiisanoe om 
ae Was q ; wel ye 
48 Oe ‘Gotanedt ot ode rine blueita HON ean 
- Weekes wt ean tos nay if sth ADIT 9 «3 al = far mili i Py ne N : ta . 
y euecunh’ ‘codibeedanay eid geet ao Y 6 NC UR aan 
ott, anlali fit brie % yee 8 oe ait? yal dealer 100. mae Ms Ek 4 
ess Meee Aer Ve yD IE Pe | 
20 BS Bik. OR VE iced aanldon ee oe bovetor tei 
a ea ae erie Siig sit oo Bonet a asad owed fous 
ni bone tis ove. eodadis ees T 72a IU tal, VGN ai wa : 
Sdadtege pada at 
SU) 1) ue arn ae e a 
ah by y ; rey oY 
Bist Se AIRY, RGeBPy Of a6e Satiaconeet ibe Paty hue 
ro kewigs abi THO le erracy 2 dor ob i abet bie ad Fort 
| aan win ni boneamad e at 30) 
Beart: Ake Nit aa ae he ee eo 
iatioapeo si eee Pox og) sin a 
“aed ee artlplaiale te baa 909 to senor bid igi 
ee iy eect eg ya 
ancy ad oa tin “weal sts 2 “soit : dg Agi 
: « oper x, *. : 
eldeou ip ‘Baes, uel ayaile ut icbasd gatino isan t 
ne e ] Pak ret 
aw awl u | eeu Jt 50" "gatilvone “a at 
f "4 iff Ms ; ane ahh 
“a a vias ia at ana fest a1 
mete bivlh Pye Ph, Meat ¥ 
| soi sii 


via’, 
; £ if i, LA 
a a 


2029 Lennox 


is to get oroof, and when they get proof, they act 
on it. 

But these examples -- all the information we 
have had is really public property now, and your point 
is -- and I think it is quite well-taken -- as to why 
the names of these companies should not be mentioned, 


if there is any value in mentioning then. 


liR. DOI.NER: It is on the prospectus, and there 


is no reason why it should be withheld here. 


THE CHAIRMAN: Aas the Commissioner has said, 
there was an eight thousand percent. mark-up &n a 
limited number of shares. ‘hen you look over the deal 
over-all, it looks to be not an unfair deal at all, 
and the point I think he was making was that the St. 
Louis Star Times was looking at some particular block 
of shares in some »articular company here and said 
that on this block of shares there was a four hundred 
percent. mark-up, and they tried to make that appear as 


if this was generally so over the whole field. 
BY THE CHAIRMAN: 


Qj. Am I right? 
A. Yes. 


Q@. It was a distorted picture? 
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h Yes.. 

Q@. There is one thing I would like to ask 
you, Mir. Lennox. You talk about a spread on a ten 
cent stock; does that same spread run all the way 
through the other options? 

A. No, when you get up to the higher-priced stocks, 
there is a reduction. 

Q. So really, what it amounts to is this; 
the initial block of shares which has to be sold when 
the enterprise is in its most speculative stage -- 
probably the most difficult shares to sell -- to sell 
those shares a great deal of the expenses, printing and 
promotional expenses are very heavily loaded in that 
initial stage, and you say that a larger spread may be 
allowed on that initial block to get it going, than 
may be allowed at a later date after the mark-up of the 
shares may become a little more established. Am I 
ee that? 

A. Yes, Mr. Porter. ‘hen it gets to the Treasury, tre 
spread decreases all the way down. 

 Q. So to.get a fair picture, you have to 
look at the transaction as a whole? 


A. Yes. 
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BY MR. JOLLIFFE: 


Q. Just what happens in a case like this; 
suppose in the example I mentioned, which was just taken 
from the prospectus I happened to receive here, the 
spread in price in this case to the optionee is ten 
cents, and the ceiling would be thirty cents? 

A. Yes, and it would more likely be sold to the public 
at twenty-five cents. 

@. Later on that price gradually rises until 
it reaches fifty cents, and then there would be a 
smaller price spread? 

A, Yes, the percentage would be much less. I can give 
you the spread here (indicating). 

If the three hundred percent. mark-up obtained 
throughout, the fifty-cent treasury stock would be sold 
to the public at ,1.50, and the sliding scale is from 
$1.15 to 31.25, and they would only allow 1.25, I 
suppose. 

Q. Now, in this particular case, when the 
optionee has to pay fifty cents for his sixth block 
of shares, at what can he offer those shares to the public? 
A. According to the broker-dealers formula, anywhere from 
91.15 to $1.25. But they would review every case, and 


Tothink, If they allowed $1.25, instead of g1.15, it 
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would be because the under-writers had gone firm for a 
very large amount of money. 

Q. Suppose in this instance, in the meantime, 
the stock was being traded generally as wellas those to 
the public inthe course of primary distribution, and 
suppose a lively market developed for that particular 
stock, and vhe price went up above the ceiling price, 
the optiouee is allowed to collect from the public, 
what happens then? 

A. If tne stock is a free market, the broker-dealer 
retires from the picture. 

@. Then the ceiling would be left, in a case 
uf that kind? 

B, Yes. 

Q. That has happened on occasion? 

A. It has happened, and I think it is one of the most 


difficult practical proposals with which we have to 


of 
deal, because/the unlisted markets -- the over-the-counter 
markets -- and it will be hard to determine whether there 


is a real market, or just a limit of ten thousand dolkars 
or something when, as they say on the street, "They pull 
the plug out." In other words, they withdraw their 
support, and then there is no market. 


Q. But when that happens, the optionee is 
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protected? He can, if he wishes, cease taking down 
any further stocks? 
A. Yes. That may be given to a firm of under-writers. 

Q. Previous to that time, if a lively market 
has developed, either through natural causes, or because 
somebody made a market, and if that market rose above 
the ceiling price, according to the Broker-Dealers' 
Association rules, then there is no ceiling? 
A. No, not in a case of a free market, but if it is to 
maintain a market, the proker-dealers have ways and 
means of knowing it. If it is a made market, there are 
at least two members who know about it. They will still 
wtay in, if it is a maintained market, but if it is a 
free market, they step out of control. 

Q. If they think it is a genuinely free market? 
A, Yes. 

Q. Then the practical result is, the public 
pays very much more for the stock than the treasury is 


receiving. 
BY iR. JANES: 


Q. If there was a free market, woul:,s there be 
treasury stock go on the market, or just this stock? 


A. Oh, yes, treasury stock. 
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BY TH CHATRIAN: 


We A free market would generally occur, would 
it not, when they might have establisned some value 
from diamond drilling, or whatever they might be doing, 
which might prove they have something which has given 
some greater value to the tock in the minds of the 
public? Is that what happens? 

A. Yes. A market only develops from some form of 


news, whether it is authentic or otherwise. 


@. Some grounds for optimism? 


A. Yes. 
BY WR. JANES: 


@. On a free market, would there be two 
stocks selling, the under-written stock, and the 
treasury stock, too? 


A. The under-writers stock and the treasury stock. 
BY THs CHATRi.AN: 


Q. And a free market would be a market where 
people who have bought shares from a broker-dealer, as 


I understand, can sell them at a profit, in addition 
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to further treasury stock coming out and being sold 
on the market, too? 


A. Yes. 


MR. JANES: “hat I am trying to get at is 
this; a man under-writes a certain stock, and he is 
selling that stock. A free market develops, and the 
treasury is also selling stock. The under-writer 


would not get a commission on the treasury stock. 


uiR. GRULAETT: It would all be sold through 


the brokers. 
BY wR. JOLLIFFE: 


@. Is this not so -- and this may clear up 
this matter; during the currency of the option agree- 
ment, the ontionee has exclusive rights to take down 
snares from the treasury? 

A. Yes, but the company may not have under-written 
Wed ons to all its capital stock. le urge them strongly 


not to. 
BY THE CHAIRMAN: 


Q. Vhat-proportion of the authorized capital 


do they generally cover by option? Is there any rule or 
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practice? 


A. A very large percentage, unfortunately. 
BY Tuk. JOLLIFFU: 


Q. In some cases it is all the stock? 
A. Yes. In some cases it is all the stock, and after 
all these years, the Toronto stock Exchange has taken 
a firm stand that there will be only one million shares 
dealt with in the one agreement. They realize the 
Commission cannot take an arbitrary stand like that; 
we cannot make contacts for the public, but we ar 
using it, and we say, "If you are going to list, you 


have to meet the requirements of the department." 
BY ..R. JANES: 


ee I can see where an under-writer might 
make ten thousand percent on his shares, if the 
market went out, and he has the only shares? 
a, Yes. 

QW. He would have complete control of the 
stock? 
A. I can give you a case in point. I mentioned before 
the CallinanFlim Flon. ‘hen the Calliran Flin Flon 


started to rise on the market, the optiwnees exercised 
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their options; the company nad treasury shares, and 
they took acvantage of the market and decreased their 
treasury, so the Callinanflin Flon now has profited 
through that option, and if they have anything now, 
they have the money to develop it, but there were 
three ovyrations; the issuin, comoany was selling 
stock; the optionees were selling stock, and the 
public was buying. There were three sources of 


activity. 
BY i.R. JANES: 


Q. That is what I am trying to get at. 
The under-writer would only get the stock he has an 
option for? 
A. Yes, but if the company has the stock, they are 


“holding the bac". 


THS CHalilAN: There is this situation; if 
they have done it in order to provide sufficient 
funds to develop the company, under these option 


prices -- 


LR. JANS: They would only get an option on 
a certain percentage. But if they give him complete 
control, and they go on and develop the company and 


make it worthwhile, he gets all the profits. 
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TH2 WITNBS5: Yes. It would be all right 
if:-the company did not grant any options at all, but 
Simply sold their shares through their broker as an 


agent. 
BY TH CHATRMAN: 


wv Is it not almost essential to nave some 
promoter to take it over in the initial stages? 

A, Not necessarily. If a company cen get someone to 
buy sufficient shares outright in the first instance, 
I do not think they would need a promoter. 

QW. Is it not a real inducement for a person 
to put a large amount of money into a speculative 
enterprise -- is that the only inducement he would 
have, that is, in a series of options where he hopes 
to make a large profit, if the enterprise turns out 
well? 


A. I was only speaking of the ideal, sir. 
BY wk. JOLLIFFE: 


(Je Weuld the use of the word "promoter" 
cause any ambiguity in these discussions? The words 
"promotion". and "promoter" have come up several times. 


There may be a promoter who promotes the company, and 
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there may be another who promotes the demand for 
shares. You used it in that sense? 
A, Yes, 

Q. Are there any cases where the promoter of 
a company and the promoter of the demand for snares 
is one and the same person? 


A, Yes. 


BY THE CHAIRMAN: 


@. That could very well happen? 


Q. In that case it would not make any 
difference with your office. If the control of 
the shares themselves and the control of the policy 
is vested in the same person, it would not make any 
difference? 
A, From our point of view, it is only a matter of 
education, You can tell the people that if they are 
anticipating making an application for listing on the 
exehange, these are the requirements they have to 
meet, and would it not be advisable to follow those 
requirements on the outset? The Toronto Stock 
Exchange will not list a stock in excess of 200,000 


shares at one price, and every jump must be five 
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cents, instead of 24 cents of 2 cents, as you see 


in some of these promotions. 
BY MR. GRUMiusTT: 


@. Could not that promoter or under-writer 
who undertakes to sell stock or shares, some at a 
certain price, some at a greater price -- and yet 
at the same time he could tie up the company so 
that the remaining stock must be held until he 
disposes of the stock he has taken over? 


A. Yes, that is accomplished by contract. 
BY THE CHAIRMAN: 


W. That is a question of contract? 


Bs Yes, 


MR. GRUMMETT: That is the point Mr. Janes 
was trying to make, I think. The under-writing 
company which undertakes to sell the stock in the 
first instance, they would undertake to sell it 
for a certain price, and, at the same time, they 
would protect themselves by saying to the company, 
me must be allowed to sell our stocks at the price 
we have agreed upon before you, as a company, attempt 


to sell the remaining shares on the market." 
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THE ‘.ITNiSS: Oh, yes, that is often done. 


The under-writer does that for his own protection. 


BY MR, JOLLIFFE: 


Q. He does not want any competition from 
the treasury of a company, while making his market? 


A. No. 


MR. JANES: I cannot understand any company 


under-writing all their shares -- 


THE CHATHiiAN: It depends on what deal they 


can get, 


ik, GRULuETT: And how valuable the property 


is. 


BY MR. JOLLIFFE: 


Q. To be practical about this; is it not 
true that in a great majority of cases the option 
agreement is not fully exercised? 

A. Very often. 

Q.. That is, in a majority of cases in the 
financing of this type? 

A. It happens frequently. They naturally do not 


exercise every option for the property; unless it 
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looks like a worthwhile property. 
BY MR. JANES: 


Q. Is it right, if an under-writer under- 
writes all the shares of a company, he is buying 
that company? 


A, Yes. The ownership of shares is the company. 
BY uk. JOLLIFFE: 


Q. Oh, no. Ithink you misunderstand lir. 
Janes -- 


A, Treating under-writing as an outright »urchase’ 


i.R. GRULAETT: But an option is a different 


thing. 


liR, JANES: If he under-writes all those shares, 


he gets complete control? 
BY iR. JOLLIFFE: 


Q. Is this not what happens? The under- 
writer who exercises his option does not purchase. 
the shares and hold them for the rest of his life; 
eee them and markets them to the public. 
A. In a vast majority of cases, I know some big 


mining companies will under-write a big lot of 
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stock -- when I say “big mining companies", I mean 
those with millions of dollars of assets, They 

have no intention of selling those shares, but they 
are listed on their books as assets. In under-writing, 
they do not intend to sell. 

Q@. Is it not a fact, that in a majority of 
cases the broker-dealers are, inthe main, exercising 
an option to take down stock from month to month, 
which stock they market to the public? 


A, That is right. 
BY THe CHaALRuAN: 


@. That is their business? 


A. Yes. 
BY wR. JOLLIFFE: 


@. They take the risk of being able to sell 
them to the public at a higher price? 
A. Yes. 

Q. And if they find they cannot sell them, 
they abandon the option? 
A, Correct. 

Q. And in a majority of cases, the options 


are not fully exercised? 
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A. You may be perfectly correct, but 1 have studied 
our records over a period off years, and I think the 
situation is vastly improved over a period of years, 
thet there are not as many -- 

@. I am not casting any judgment on it. 
I am not discussing it on the merits of the situation 
at all, but I want to get at the facts as to what 
happens in regard to the customary metuods of 
financing and development, and I suggest to you. 
in most cases, an option agreement, which runs over 
a considerable period of time, is not exercised 
tuliy, that is to say, it is exercised in part, but 
not fully, down to the last month and the last block 
of shares. 
A, I will say there are a great many cases like 


that. 
BY MR. GRUM.ETT: 


@. A company may not ee shown value, and 
there is no further demand for the stock; therefore, 
the brokers abandon the last three or four issues 
they were granted under the optidén agreement? 

A. Yes. I think an obvious case would be with an 


oil company. Supposing they had three "dusters", 
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and they spent all the money they had in drilling 
different wells. It would be 100 to 1, they would 


abandon t he option, 
BY THE CHAIRMAN: 


@. The same thing would apply to mines. 
They carry on a diamond drilling campaign based on 
the engineer's report, and they find, after putting 
down a reasonable number of holes, they do not strike 
anything, they would have great difficulty in 
selling that stock, and would abandon the remaining 
option? That is what happens? 


be Yes. 


BY MR. JOLLIFFE: 


which 
Q. There might be other reasons/would affect 


the sale of the stock. It might be that the broker. 
dealers did not have the ability or resources to 
carry through the sales successfully? That could 
happen? 
A, That could, eat 

Qe And then, too, there is also the case where 
it sometimes happens during, the course of the primary 
distribution, your commission suspends or cancels the 


broker dealers! registration? 
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A, That has happened. 
Q. That would pretty well put an end to the 


project, if that happened. 


THE CHAIRMAN: Unless he assigned it to some 


other broker-dealer, to carry on. 


®HE \ITNESS: If the property had any merit, 
there would be no trouble in passing an option. 
But if the issue was given under an agreement with 
an unsuccessful broker-dealer, that may act to the 


detriment of the company. 
BY TH CHATRI.AN: 


Q. It might give the company a black eye? 


BY iiR. JOLLIFFE: 


@. If the company had some merit, and if the 
sales promotion of the broker-dealers were such as 
to make it necessary for you to suspend or cancel 
his registration, an assignee would not be in a happy 
position to carry on from there, after the publicity 
surrounding the transaction, 
A, That is a ‘fActor, yes. 


I might bring up a case in point. The regis- 
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tration of Harry Price and company was cancelled. 
His registration was cancelled, but the company 
immediately took steps to replace the option, and 
engaged the services of another broker-dealer. 

w. That would involve writing a new option 
agreement? 
A, Or an assignment. 

Q. There might possibly be an assignment? 


A. Yes. 


BY MR. JANES: 


Q. If a company allows a broker-dealer to 
under-write their particular issue, and it is not 
limited by the commission, they go on multiplying 
the price, and that broker dealer makes all the 


money. 


TH CHAIRMAN: He has the chance of making 


lot. 


MR. GRUM.ETT: Of the series he has under 


the option. 


MR. JANES: If they option them all; if he 


has one hundred percent., he gets the whole thing. 
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TH CHAIRiAN: Then the people who buy 
them on the market have a chance of making more 


money. 
BY MR. HOUCK: 


Q. Before we get too far away, is there any 
reason the Committee should not know the name of the 


company which had the eight thousand percent? 


THE “ITNESS: I do not like to mention the 
name. It is not an Ontario company. It is from 
another province, and it is not qualified by the 
commission. JI looked up the company, and although 
it was cualified by the S.E.C. in June, 1950, it is 
inactive now; it tekes about a year to qualify down 
there. 

But I hesitate to mention the name of a 


gompany from another province, in case my motives -- 
BY MR. HOUCK: 


Q. You mentioned the name of a company from 
this province? 


A, That is 4 matter of record. 


THE CHATRMmAN: I think the Commissioner, is 
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taking the right attitude. If Mr, Houck is interested 
in knowing the name, he can look at the document. I 
ado not know that there is anything to be gained in 
crossing wires with other jurisdictions more than is 
necessary, although they have crossed wires with us, 


On occasion. 


THE WITNESS: I am sorry I mentioned the name, 


but it is a matter of record. 


MR. JOLLIFFE: I do not think there is any 
reason why the names should not be mentioned. The 
members of this Committee will have to use their 
good judgment about it. I do not propose to be 
inhibited in that regard at allj;i*t I think I should 
mention the name, I will not hesitate to do so. 

As regards that case, the telephone plays a 
very important part in our civilization, and this 
company is a Canadian company, as I understand it, 
which is not incorporated in Ontario, and is not 
registered with the Cntario Securities Commission, 
so there is nothing to prevent a salesman in any 
other province telephoning to somebody in Ontario, and 
there is nothing to prevent him stating on the tele- 


c 


phone that this company is qualified with the S.E.C., 
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end that statement would have a strong influence on 
the mind of a prospective customer in Ontario. I 
think we are in a position where a company anywhere 
in the country who offers shares to the public, may 
have an interest in regard to prospective customers 
in Ontario. 
THE WITNESS: I was not criticizing the over-all 


picture. 
THE CHAIRMAN: This was an example? 


THE \.ITNESS: Yes, Mr. Porter, this was an 
example of some person picking out an isolated part 
of a deal and emphasizing it was prejudiced by the 
Ontario Commission. I pointed out that if we followed 
that procedure, we could point out a mark-up of eight 
thousand percent. 


I think it was a very fine deal, over all. 


MR. JANES: Mr, Jolliffe mentioned a subject I 
wanted to bring up about selling shares by telephone, 
and the number of transactions which are taking place 
over the telephones to prospective buyers outside the 
province entirely, in California and all over, where 
there is so much criticism arising, critisizing the 


Securities Commission, and the Stock Exchange in 
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Ontario for allowing that to go on, 
It seems to me we should spend a little time 
on that, to see what we can do to assist in cleaning 


up that situation. 


THs “ITNESS: Naturally, when I heard I was 
going to have the pleasure of appearing before this 
Committee, I understood that would be one of the 
major considerations, and such preparation as I have 
made, has been directed to that aspect of it, ina 


large measure. 
BY THE CHAIRMAN: 


Q. And we have been getting the foundation 
for that? 


A. Yes. 


TH CHAIRMAN: I think this would be a good 


time to adjourn, until this afternoon at 2.30. 


---The witness temporarily retired. 
---\Jhereupon at one of the clock p.m., the further 
proceedings of this Committee adjourned until this 


afternoon at 2.30 o'clock. 


— mm meme 
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kee Wea eae oe ook UN 


Toronto, Ontario, 
Vednesday, July 25, 1951, 
AG 4.90) O'clock’ p.m, 


meee 


---The further proceedings of this Committee reconvened 
pursuant to adjournment. 
---All parties present. 


---Same appearances as heretofore noted, 


TH2 CHAIRMAN: Gentlemen, the meeting will 


now re-convene. We will proceed with Mr. Lennox. 


OSCAR ELMER LENNOX, 


A witness previously heard and now recalled, who, 
having been already sworn, continues his testimony 


as follows: 


BY luk. JOLLIFFL: 


Q. There is another aspect to the organization 
matters which I would like you to clarify. Since 
the enactment of the Broker-Dealers'’ Act, Mr. Lennox, 


there was a considerable period during which some 
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broker-dealers were members of the Broker-Dealers' 
nssociation, and some were not; that is so? 
A, That is correct. 

@. And, in fact, in some issues of your 
bulletins, you indicated on the list of broker- 
dealers which ones were not members of the B.D.A. 

A, Yes. 

Q. With an asterisk? 
A. Yes. 

Q. Do I understand there has been some changé 
in that situation recently? 

A, I think there was very good reason at the time 

for allowing the registration as Broker-Dealers, without 
compulsory membership in the Broker-Dealers' 
Association. I think that was a move which really 
brought the association into line. 

But when the broker-dealers started to improve 
their organization and introduced a constructive policy, 
and especially when it began Brae cis of providing 
a blanket bond -- a ten thousand dollar bond -- for 
broker-dealers operating in Toronto, as a practical 
problem, it was essential that all registrants should 
belong to some association or another, within the 


meaning of the Act. 
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Q. Then, let me ask this question; when the 
Securities Act of 1947 was passed, did the Broker- 
Dealers' Association exist -- it did not exist then? 
A. No, it came in subsequent to that. 

Q. In fact, it really dates from the Broker- 
Dealers’ Act of 194,72 
A, That was before my tine, but I think they came in 
concurrently, because the Securities act of 1947 
anticipated the formation of the Broker-Dealers' 
Association. 


las 


Q. It is mentioned in Section 1(b): 


"Broker-Dealer' means any person or company 
who is a member of the Broker-Dealers' 
Association of Ontario and such other person 
or company recognized by the Commission as a 
broker-dealer who engages either for the 
whole or part of his or its time in the 
business of trading’ in securities in the 


capacity of an agent or principal." 


Recess, 
Q. So, apparently, if one is to look at that 
definition, it was contemplated when this Act was 


passed that there would be or there was a Broker- 
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Dealers' Association, and that some broker-dealers 
would be in it, and some would be outside of it. 
A. I think the common conception of the meaning of 
that definition at the time, insofar as it allowed 
for registration outside of the Association, was as 
a safeguard against the Broker-Dealers' Association 
being arbitrary, or prejudiced against certain 
individuals. 

YQ. Vell, at the same time, apparently the 
Broker-Dealers' Act of 1947 became law, and it appears 


to have created the Association, in that it says; 


"There shall be an association to be known 
as the Broker-Dealers' Association of 


Ontario, which shall be a body corporate." 


And the first Board of Governors were appointed by 
Order-in-Council? 
A. That is correct. 

@. How long was it after that Act became 
effective, that you had some Sees a bainie within, 
and some without the Association? 

A, At the time, I took the stand covering the fiscal 
year ended March 31, 1951, and I have taken a 


different stand for this fiscal year, 
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@. In other words, do you mean when licenses 
were renewed, or applications were made for renewing 
at the end of March of this year, you required all 
broker-dealers to be menbers of the Association? 

As Yes’ 

Gj. SO the change in the situation dates from 
the first of April of this year’ 
Ay, That) is Tight. 

@. Please understand that at the moment I am 
not concerned about the merits or demerits of that 
change; I am not taking a position on it, one way or 
the other. I probably do not know enough about it, 
but one thing which does interest me is, are you 
satisfied that you had the authority under the two 
Acts to do that, that is, to say, did you Lave 
statutory authority to require that all broker- 
dealers should be members of the B.D.A.? 

A. I must confess, Mr. Jolliffe, it is a doubtful 
question. I know I a my own authority. The only 
satisfaction is, I think, that I say that the Brokers- 
Dealers' Association, by taking that action. 

_ Q. That may be, and I am not concerned at 
the moment about whether you did the right thing or 


the wrong thing; I do not know at the moment. \What 
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I am concerned about is the legal position. 
A, iiay I see the Broker-Dealers' act? 

Q. Yes (Document handed to witness), 
and I would call your attention particularly to Section 
5, Sub-section 2 of the Broker-Dealers’ Act, which is 
on the second page. 


A. Yes, I recall that section, 


MR. JOLLIFFE: Perhaps the Chairman would read 


it. 


THE CHATRiuAN: Section 5, Sub-Section 2, 


reads: 


"No regulation made under this Act shall 
interfere with the right of any person other 
than a member of the Association to carry 

on business as a broker or dealer in securities, 


or otherwise," 
BY MR. JOLLIFFE: 


Q. Now, Mr. Lennox, if you take that sub- 
section, in conjunction with the definition of a 
"broker-dealer", in oe Securities Act, which 
appears to have contemplated that some broker- 


dealers would not be members of the Association, 
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from what section of either Act did you derive 
authority to make membership compulsory? 
A. I think the plain intention of the definition of 
"broker-dealer" in Section 1(b) that membership in 
the Association should be a condition precedent to 
registration as a broker-dealer, with this qualifica- 
tion, that the Commission can over-ride that provision 
in cawe of unfairness or partiality on the part of 
the Broker-Dealers'! association, or the Board of 
Governors. 
I think the position in the Broker-Dealers'! 
Act is just parallel to this statutory provision, 
and I think my case was fortified by the stress laid 
on the provisions of the act "In the vnublic interest", 
I do not like to resttoo many things on that 
phrase, "In the public interest", but I think it 


supports my stand in either case, 


BY THE CHALTRMAN: 


Q. In other words, it was a policy you laid 
down and have carried out since that time, in 
carrying out registration for broker-dealers? 

A. Yes, and it was invoked at a very serious and 


critical time in the history of securities adminis- 
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tration of this province, 
BY MR. JOLLIFFE: 


Q. Vould you explain that statement? Because 
I gather from what you have said, and other statements 
you have made, that you regard the Broker-Dealers' 
Association as a very important part of the adminis- 

very 
tration of the act, or a/necessary branch for the 
proper conduct of the business. 

Vhen you say that at the time you took the 
decision to make membership compulsory, the Broker- 
Dealers' Association was in a critical stage, exactly 
what do you mean? ‘hat was the difficulty? 

A. I have stressed, as you suggested this morning, 
that the whole theory of thefoundation of the Broker- 
Dealers! Association is sound -- in theory -- and 
that the indications are now that it is going to be 
very sound, in fact. 

When I talk about toritical situations", I 
might as well be very candid, and bag! bat at one 
time there were about 200 broker-dealers registered 
with the Commission, and a very large percentage 
of that association from its inception thought that 


the information of that Association was nothing but 
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an organization to facilitate them in their extrava- 
_gant methods; that they thought it was a protection, 
and they looked to their Board of Governors for 
protection in accomplishing what they had in mind. 

Q. You mean that a large number of the 
members of the Association did not regard the 
Association as a self-governing body in the business, 
but as something else? 

A. Exactly. 

Q. They did not look at the Associstion 
the same way you did? Is that what it amounts to? 
A. They did not look at the Association in the same 
way as I hoped to look at it. 

Q. Can you be more specific about: that? 
In what way did they prejudice the Association itself, 
and bring it to the “critical point"? 
A. I can give you a very definite illustration. When 
attempts were made to control this question of 
excessive mailing to the United States, the first 
Board of Governors called a meeting of the entire 
Association, and they agreed upon an "armistice", 
as they called it -- “Cae stay based on tk* 3 
proposal; that each and every member in the 


Association would refrain from mailing to the 
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United States for a period of sixty days, with this 
exception; that any member who actually had mailing 
prepared -- that is, his printing prepared, and ready 
to go, could complete that send-out, 

There was a select little few who had their 
mailing all ready to go, but after that it was just a 
question of human nature, a cry in the street;-when it 
was discovered that they had been sabotaged, and 
double-crossed, -- and I believe they were. 

That was a very serious state of affairs. 

Q. when was this sixty-day armistice? 

A. That was in February of 1949, I believe. 

Q. Do you mean from that point on the 
Association was not successful in restraining the 
activities of its more exuberant members? Is that 
what you mean? 

A, What I am trying to convey is that certain members 
of the Board of Governors knew that this was going to 
be suggested to the Associction as a whole, and there 
was a league -- a certain faction -- in that &ssocia- 
tion, and the thing developed to such an extent that 
two members out of nine of the Board of Governors 
resigned, and refused to continue on, 

Q. That was in 1949? 


A. They resigned in 1949, yes, 
























: .Jue>Sited $ ant eietenos Siise 93 4 
_xiedé bas one wet elttie donates ee po nt? pe 4 


wi 


apsdwvem niatreowadd af-vevneo of gtitent! 76 1 eit 


enti itt By, 2ayod Ute % ts Sotteg 8 t0% savade 
eri eo oy 


petflem-Bes' yiisuios onw isdnes yas tede ee 


ybpex bus.~bersesia anitatey eta pad, teas a 


Lane 
& teal. cay 9 tent gots tod ba ‘of hae Sis ‘pattie 


ane vs ‘e 
7 yo 


Hedtetoeria sit J nb ern S oui insesutl % not} 





hes ,Boaetodsy aged bud odd tard ‘beseveoetg, | 


a 8T97 YOdd eveltod I bas =~ .Doveczo- afsiuet 
SWlBTis to sists euaises exoy 8 exalt dant 7 


: 
we 


‘quitalmys yeohixle elude ear reste - 


,oweifed I (hel t¢ yisiudel af eae tae 
etd co talog dadt mrt ham voy ot a2 4 


ot uitalerteen mt [yteasonue gen baw n0tts' toons 
aa ee 
toads. aT rersdaen Juiroduxs oto adi to. seltivitos 


aa ae 


“tape OK +s 


ay - 


Sy 


§ a 
of ptivg aay aind- tend eon oyo BYR “to ‘bkeek ois * 


te ay ee 2 
Gro, HEE SPE, & on aoitytooee arly or baiseacule 
tery > * ; 
~“Bivosea Tedd. shi: sold st ee ee, s- ~—— - sugesl 9 sa 


as 
tant treat 4s. hoe Oe Hee leven gals aid i 
ie 


MONT SkOR TO Pas06: ‘Bad %0. auth Sy tue! 


7 
ey ie 


110s ‘eusibaso) oo Sem o,f 
zene may | 
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Q. Was that the original Board which had 
been appointed by the Government to start the Association 
off? 

A. Yes. But I wish to make this very plain -- I am 
making quite a few remarks about the "Board of Governors’ 
There were some very fine men on that Board. 

Q. I do not doubt it, but, by the same 
toekn, there were some of the other kind? 
A. The results showed that, Mr. Jolliffe. 

Q. In fact, is it not so that one of the 
members of the original Board of Governors was sub- 
sequently suspended as a broker-dealer by you -= at 
least one? 

A. Actually, his Company was. He was operating as 
an incorporated company. 
Q. Although in your decision you dealt with 
his own conduct? 
& Yes. 

Q. And you found him to be unfit to operate 
as a broker-dealer? 
A, Absolutely. 

ae ae you say these developments led 
up to a critical situation, which led you to change 
your mind about compulsory membership; is that correct? 


A. Yes. I think it boils down to this;.where I 
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2063 Lennox 


consider Section 1(b) as safeguarding individual 

cases, it came to the point that it was a blanket 
safesuard when certain members -- who were imnediately 
called by the Board “hebels"; I do not know why -- 

came to me and made representation that those people 
who, as a group, were entitled to carry on as broker- 
dealers in this province without being forced to be 


members of the Association, according to the conduct 


of the Association et the time, 


Q. You did not feel at that stage the B.D.A. 
was sufficiently well established to merit a sort of 
monopoly in the field? Is that it? 

A. I would not quite put it that way. To put it 
differently, really, I thought they really needed a 
good dose of medicine, and they got it. 

Q.- A "good dose of medicine" in what way -- 
and what did they get? 

A. They got something -- the Broker-Dealers' Association 
according to their own standards, lost the fees of 
thirty-three members and I think that is what they 

were primarily interested in, in bi atni up the 
orgenization, that is, the fees and revenues, so 

that they Conic run a publicity eine and so 


forth. 
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Q. Thirty-three members resigned? 
A. Yes, thirty-three members resigned. 

Q. Was that as a result of the break-down 
of the sixty-day armistice, you mentioned? 
A. Oh, Mr. Jolliffe, I just gave that as one out- 
starding illustration. It was a series of dissatis- 
factions. JI can give you another one. 

I know the danger of Bay Street “blovwers'"; 


it is the most vicious thing in the world. But when 


member after member -- and there are a lot of fine 
people amongst them -- would come and represent to me, 
or other menbers of the staff -- our audit department, 


and so forth, that as soon as it was known that one of 
the member's financial resources ins talline @ Little 
below, that would become known throushout the Association, 
and he would be approached with a proposition for 
financial aid; in other words, he would cease to be 
an independent operator, 

Q. He would become a "friendly enemy"? 
A. XYOB, 

Q. Is this a fair suggestion, Mr. Lennox? 
It has been suggested that certain dealers wished to 
remain outside of the B.D.A. for different reasons -- 
and I mean by that, that one man might have one 


reason, and another man might have another reason; 
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would you say it is correct that some members wanted 

to remain outside the B.D.A., because they did not 

think the B.D.A. was doing a successful and satisfactory 
job? 

a, Yea, 

Q. They made representations to you, to 
that effect? 
A. Yes. 

Q. Is it also true to say that some wanted 
to stay outside the Association, because they did not 
want the Association to know what they were doing? 

Is that right? 

A, Yes, it could be -- from one aspect. They did not 
want the Association to know about their financial 
standing, but it became common knowledge. I have 
never heard any criticism directed to the Commission 
about the members'financial standing, leaking out to 
the general public. 

Q. Assuming that some of them had 
different reasons for not wanting to be in the B.D.A.; 
when you came to make a decision about this matter, 
in the early part of this year, was there not some 
rather bitter opposition to compulsory membership? 

A. Yes. That is probably an understatement. 


Q. Would you like to enlarze on that. 
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2066 Lennox 


A. To emphasize the correctness of it, I have had 
very, very many representations. 
-Q. From broker-dealers? 

=, From people who have formerly been outside the 
Association, 

Q. Some of them reputable broker-dealers, 
would you say? 
A. Oh, definitely. 

Q. And some would not quite fall into 
that category? Would that also be true? 
A, On the record, they would fall into that category 
of being reputable, because during the time there were 
thirty-three stand-outs, there was not a single can- 
cellation and no serious complaints against any of then. 

Q. When did you reach this decision? 
Do you recall that? 
A, I think I reached the decision Bycnd Christmas 
or New Year's, That would be in anticipation of 
the registrations, which would commence in March, 1950. 

About Christmas time, I was debating the 
thing in my own mind, and finally reached a decision 
before the registration period. 
Q. It was really a policy decision? 

A. Yes; that is a fair way of putting it. 


Q. Was the ultimate decision made by the 
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Ontario Securities Commission or by the Ontario 
governnent? 
A. By the Securities Commission. 

Q. Your Commission accepts responsibility 
for that? 

A. I accept the sole responsibility. I did not 
even discuss it with the other Commissioners. 

Well, when I say "I did not discuss it" -- 
we may have discussed it, but I did not really put 
them "on the spot" by saying "do you think I am right 
Or wrong?", because they have not been close enough 
to the picture. 

Q. Did they agree with the decision? 

A, Well, I think one of them felt just as strongly as 
I did on the question. 

Q. Well now, the matter seems to be of some 
importance; at least, a good many people in the business 
seem to think it is of great importance, whether they 
are for it or against it; RoeiE you mind summarizing 
your reasons for making that decision, 

A, I will say that the Board of Governors, as it 
was then constituted, was not advancing a single 
constructive point. All they were asking for were 
concessions from the Commission, to do away with 


this, to make recommendations to the government, to 









Ea a ri 
ee | ek 
Dy) ten a 



















Kea thee 


Be ie oh He 


' | on : 
| thitdéte ree ‘eigenen, 
14.5.0) AR ve ant eel 


Tou Set . “alae aDenolye ot ete: aad et 


ar etio Hee kesied ‘tears stoves "ed aa | 





a 2 mae 
‘a 


iba a (oath 0m oth a \n4 Pasty 0 a 


a i Ni $60 pols Bib a buf ite bowcute db a 


miu! i ra 


i a 





aha ite ns . E angat & ign ‘op aa tape! nt 
tyne inde ‘oad aa a ei Wa onus 


t 


ie } 





eat Hak s 
ae Ugnwash eis geal, ier si te ent deci 
} ; " 7 Me Op iy nei my oe oe ik 


es Ral gp “ naaon ‘qadd acs | bd. ‘pros tie 





ou 


Spe pe Be baad ott, ais beeenye 





ry 


ii Lieiit, ot a ge Sycms ease ag = hana 3 ze 
yaawe ~ oes 0a tents ws 


sated co Biware 


Meee es es, 5 ae 
Taga a 
E ui : neta { ‘i i 
it me icone ts 
cM ut hy 4 4 : 
efante:s tei ele 


i ij 
if dvs 


ota se oad Os 





2068 Lennox 


do away with prospectuses, but to do absolutely nothing 
constructive. They did not have the respect of their 
owh members -- at least a very substantial portion of 
them; their actions about the so-called "mailing 
armistice" -- putting it in common language -- was 
nothing but a straight double-cross; there were leaks 
going out from the Board of Governors respecting the 
financial standing of different members; two of the 
Board of Governors became so disgusted that they 
resigned; one of them gave the lame excuse of health, 
but we can take that with a grain of salt. 

Q.. Diplomatically speaking, as it were? 
A. Yes. I have a certain amount of sympathy for some 
of the stand-outs who do not want to go back into the 
Association, but I think the policy requiring every 
member of the Association should post a blanket bond 
is important, and I do not know how you can introduce 
these constructive ideas without the suport of the 
organization. This question of price spread is 
important. 

I know at saat. when the Commission had 
to deal with the question of price spread, with non- 
members of the Association, they made so many 
representations about there being a "free market", 


that it was absolutely impossible to deal with it. 
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You will realize, Mr. Jolliffe, that the 
over-the-counter, so-called, which we have in this 
city is such that it takes a person who is very well 
versed in the brokerage business -- not in the 
administration, but in the actual work-a-day business -- 
to know when it is a market, or just a maintained 
market. 

There are so many practical considerations. 
However, I finally got the idea that this, which was 
so good in theory , would work out, in fact, but it 
certainly was pretty rough going for me. I used to 
have deputation after deputation going over the same 
ground, but I thought I was right, and [T did it. [It 
was tough for me to do it. 

Q- I am not sure that I follow you. [I 
take it there were powerful reasons in your mind for 
making this change around Christmas or New Year's, 
or whenever you made up your mind. 
A. I think I have given some very powerful reasons. 

Q. 2 want to be sure I do not misunderstand 
you. You have indicated that during the first two 
years, or the first twenty-one months -- of the life 
of the B.D.A., while you went on the theory the thing 
was absolutely sound, you did not think it was workir 


our satisfactorily, and you have referred to 
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"resignations", anf so on; but did that lead you to 
the conelusion that membership in the Association 
should become compulsory. 
A. I had better break this down to another period, 
the first period when I was absolutely new to the job, 
and probably not quite as efficient as I should have 
been, and the broker-dealers were getting their own 
way pretty well, and everything was fine. 

It was when I woke up to a view of these 
"gimmicks" -- as they call them down on Bay Street -- 
and started cracking down on them, is when the trouble 
started. 

To repeat, I think there is discretion in 
the Commission, and if there were a series of applicat*ons 
made -- if "A" "BY" "Cc" and "D" came up and said, "We 
want registrations and we want to exercise the dis- 
cretion vested in you by virtue of the definition of 
"proker-dealer'" -- I think the Commission could deal 
with those cases if each and every one of them could 
show that something which was before the Board had 
leaked out to the Association. 

As a practical matter, a group comprising 
of about thirty-three individuals made these 
representations -- or I mean their spokesmen did -- 


probably as many as ten or twelve came up at one time, 


























7s - i 
ea : 

- - re ’ aa 

oS Uk £. 


<a <exsegibe 3 BL ora, 
' 50lreg peerey. nes . oi moh alns ¥a ord ordad ‘gan 


, sot aa¥ 62 tent wie Sty ioada, ase Te aii dla ‘tert. sik 
’ - van ee” 
‘event bfLucds Tas “g1t6 ts Pite.. 68° 0 hag 30 viadows sia 


« ey 


; reine me} ecg ward 76% ms Brew, aieinabermlead pak ‘bos. cea 


‘ vantt saw aabiveneva aa thee the 4," ‘4 sS 
| ty ree z : a Tr ee 
On Sat 20 wily & at gue elon: : areal sey wer eng a: . 


i+<-deente yad ao mwob meds Epo. yous a8 46 Veotania® 


ofduet® ad? none 62 umedt no ago’ oan. Setaehe ve 
Sear, Disb. 


pe 


Yi Hotreror ib 8 oted? “waaith, 2 “deste ot oe ( 

eno véoligns to tatters @ eter eceds Ah bag ‘acess 
5 oie: j : a 7 Ss 
eed [ites boa dy eniso Pa" Bra Ht Nga nga vf ee abs oe 


ne : 


ee ae 


- -8ES “Odd vetotexe of “Fane ‘ey bne snotveide gor’ a 
‘ a : oe hy hil 
To Abie tre tal edt by ania Dy il wei ae Pree ey a 


seh Kindo ao teed tranod. ents, ote st rs coe + ikseboie ao at 


bivbo tent to ene vieve tan dose tS -eenils e¢0 
Part: Bao otld stored gay Hokaey sate 
antefyanco queens 8 ques yea: eat 
| se oils ‘shame Gate | 

“BES neste sags “xiadt, degen Ee 


. al 
a 


ts 


U boil > 


‘ pre 


au 
ae 


aot aa Ws a ans ev Leint ‘ 


207. Lennox 


and perhaps two or three at another tine —- and made 
these representations, and said it was not fair that 
they should be forced to belong to the Association. I 
took this as referring to the way in which the 
Business Dealers' Association was being conducted, 

Q. You were not satisfied yourself? 
A. Absolutely not, 

Q. How did you come to the conclusion that 
that problem could be.solved? Did you get some assistance 
in solving it, by getting them all to believe it was 
because it was entirely a new Board -- it was sub- 
stantially a new Board -- which took office. 

A. They started to do good work, and the question came 
up and was under consideration -- and it is now a fact -- 
that we required every member of the Brokar-Dealers' 
Association to have a blanket bond, which is a very 
important thing, and I did not think people should evade 
that bond by just simply staying out of the Association. 
The words in the Act, “In the public interest" are 
important words, and we got to the point where with 
the Board of Governors operating as they were, the 
Association was working in the vest interests of the 
promotional houses. I took that stand, 

I would like to enlarge on the question of 


the bond, 
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The penalty bond under the old Act — think 
was more of a detriment than anything else, because 
all that was required to get a bond like that was to 
put up collateral, a broker could get a five-thousand- 
dollar bond by putting up five thousand dollars of 
collateral. 

What would that do? It simply deprived 
him of five thousand dollars of ery Capital; it 
did not mean anything to some people; it was only a 
drop in the bucket. But it meant quite a lot to the 
small fellow doing a small, conservative business, 

This bond is not the toughest bond in the 


world, but it is important. 


MR. JOLLIFFi: Perhaps I should apologize 
to Mr. Houck for takine up so much time, but I would 


like to get the broker-deabers clarified. 


MR. HOUCK: That is quite all right, Mr. 
Jolliffe. 
MR. JOLLIFFS: One of the things I wanted 


clarified is the history of the bond requirement. 


MR. HOUCK: Just proceed, Mr. Jolliffe, 


It is quite all right, 


BY MR. JOLLIFE:: 


Q. Would you mind out-lining that, from 
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the inception of things, under the present Act? If 
you could tell us what the situation was when the 
present Act was proclaimed; what changes were made by 
the Commission or the Association since that date? 
I think 
If you tell us that in chronological order, /we would 
get the picture. 
A. On the request of the broker-dealers, away back, 
starbing in 1948, and the representation of the Ontario 
Securities Commission, the penalty bond as provided 
in that Securities Act, then in force, was abandoned. 
Q. What was it at the beginning? What 
was the requirement at the beginning of your operation? 
A, $5,000, for a broker, and $1,000. for a salesman, 
Q. That was required under the Act, or by 

regulation? 
A. Under the Act. 

Q. And they made representations to you 
that it should be removed? 
A. Yes. 

Q. And it was removed by an amendment to 
the Act? 
A. Yes, in the 1949 Session, 

Q. 5SO, from 1949, until recently, a bond 
was not required? 
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Q. What chances are now under way? 
A. The changes are already an accomplished fact. I 
have the bulletin here (indicating) which describes 
the requirements of the bond for any person applying 
for registration as a broker-dealer. 

That bulletin was issued in May, 1951, but 
the whole thing was planned before that. 

Every new member who lived in a large centre, 
such as Toronto, Hamilton, Ottawa, Windsor or London, 
had to post a blanket bond of (10,000. 

Q. This was a requirement of the Association? 
A. Yes, 

Q. Not of the Commission? 

A. Yes. 

Q, Yes? 

A. Shortly after that, the requirement was enlarged 
so that every member of the Association must post a 
bond before the lst of October next, 1951. Since 
April lst, there have been several people who have 


been unable to get that bond, 


BY MR. GRUMMETT: 
Q.- Have been "able" or "unable"? 


A. Unable. 
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BY MR. JOLLIFFE: 

Q.- Forgive me if I missed something. This 
decision of the B.D.A., requiring a bond, was on what 
date? 

A. I have not got the date. The bulletin went out 
on May 16th. 

Q. And it became effective when? 

A. It was already effective then in the case of 
persons applying for new membership. As of the lst 

of October, it will be applicable in the case of all 
existing members. iach member must post that bond on 
or before October lst, or they will be refused member- 


ship in the Association, 


BY THE CHATRMAN: 
Q. Have you got a copy of the bond? 


A. I have it in another file, I did not bring it down. 


THE CHATRMAN: It might be interesting to 


see what the terms are. 


MR. JOLLIF?i: Yes, I think that would be 


worth seeing. 


BY MR. JOLLIFYE: 
Q. Is this required of both broker-dealers 


end salesmen? 
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A. No, only broker-dealers. 

Q. And the amount is what? 
A. $10,000. in the large centres, and 42,000. in the 
smaller centres. 

Q. That means, in effect, $10,000. infforonto. 
A. Toronto, Hamilton, Ottawa, London and Windsor. 

Q.- And $2,000, in other places? 
A. Yes. | 

Q. And it follows that those members who 
fail to produce the bond before October lst, will become 
disqualified after October lst? 
A. Yes. 

Q. And will forfeit their membership in the 
Association? 
A. Yes, they forfeit their membership in the Association, 
and the Commission will automatically cancel their 
registration, because I do not think any person who 
cannot get that type of bond, is fit to carry on 
business. 

Q. Your Commission has approved that 

requirement? 
A. Oh yes, the Commission has to approve that 
requirement. 

Q. What I am getting at is, that you agree 


with it? 
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AY 6 6Y@8, 

Q. You do not disagree with it? 
A. No; I certainly agree with it. 

Q. Does that not represent a complete 
change of front on the part of the B.D.A. from two 
years ago? 

A. Yes. I think it shows that the B.D.A. is finally 
realizing it must clean up the situation itself, in 
its own interest. 

Q. iI would like to ask you about this 
statement of their own position, published apparently 
in March, 1950, by the broker-dealers in Ontario 
(indicating), and it is called "self-government in the 
securities industry". 

I take it this was published at a time when 
you Were not satisfied with the success of the B.D.A. 
up to that date? 

A. That is right. 

Q. 1950? 
A. Yes. 

Q. And I notice it recites the functions, 
responsibilities, and achievements of the B.D.A., and 
then I notice under the heading of "Legislaticn Committee" -- 
the pages are not numbered, but I am quoting verbatim 


from this booklet as follows: 
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"A notable feature of many trade associations 
is the legislative "lobby" which has been 
established to protect the interests of the 
particular industry. Although the B.D.A. has 
not set in motion any such “lobby", it has 
nevertheless appointed a Committee which is 
constantly studying the application and inter- 
pretation of securities laws in Ontario. This 
Committee reports to the Board, which in turn 
may or may not recorimend to the Ontario 
Securities Commission emendnents of, or 


deletions or additions to, existing laws." 


Then, on a later page, where we are told of 
the achievements of the B.D.A, this appears -- again 
under the heading of "Legislation"; 

"The Legislation Committee has already ott-uined 
an amendment to the Securities Act of 1947 in 
the elimination of bonding requirements for 
Members and Associate Members. At the present 
time, this Committee is also working toward 

two other amendments to the Act. 

One of these. is the elimination of Section 

57, which forbids calling a private residence 


either on the telephone or in person, within 
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or outside of Ontario, for the purpose of 
trading in any security unless certain specified 
conditions have been met. Admittedly, this 
Section was drafted into the 1947 Act as a 
result of past abuses, but with the B.D.A. 
exercising a general supervision of its 
membership in addition to the enforcement of 

the Act by the Ontario Securities Commission, 

it is no longer believed to be anything but a 
drag on business. Even the strictest securities 
legislation in force today -- the S.H.C.-- 

does not prohibit calls at private residences, 

A second amendment being sought concerns the 
compulsory delivery of a prospectus before the 
completion of the sale of a security. It is 
felt that the mechanics of this should be eased 
by putting the onus more on the purchaser to 
request a copy, the broker-dealer having 
advertised with sufficient clarity that one is 


available upon request." 


Now, putting aside any amusement one might 
feel at this recital, it amounts to this; that in 
this document, the boast is made that the Association 


had already obtained an amendment to the Act 
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eliminating the bond requirement and it was endeavouring 
to obtain a further amendment removing restrictions 
on telephone calls and personal calls, and removing the 
requirement that the purchaser must be supplied with 
a prospectus. Is it correct that it was this sort of 
activity which made you so doubtful about the governing 
of the business by the B.D.A.? 
A. No, I think they attached new importance to the 
bond. They made the suggestion to me, and I went to 
Mr. Blackwell, who was Attorney General at that time, 
with a request. I do not know that they did any more, 
with it. I was satisfied there was merit in their 
request. As I have pointed out, I did not think that 
type of bond did any good, I thought it would be 
detrimental. They mentioned the other things they are 
striving for, They have not got them yet. 

Q. Do you agree with the proposal that the 
restrictions on telephone calls should be removed? 
A. Not at the moment, no, Mr. Jolliffe. 

Q. Do you agree with the suggestion that 
the compulsory delivery of a prospectus should be 
removed? 
A. I would say that it could be discussed intelligently 
when proker-dealers have improved their literature 


vastly, that the literature they send out has 
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pertinent, over-all facts in it, and I think it would 
be fatal to deprive the public of the prospectus, and 
leave the public open to all types of literature they 
may send out. 

Q. Does that not go /the root of the Act 
about “full, complete and plain disclosure"? 
A. We require a delivery of the prospectus. The S.E.C. 
say they do not require a prospectus and they simply 
say it must be delivered on request. 

Q. Have they abondoned a request for those 
two dhanges? 
A. Not altogether, except, I think the Broker-Dealers, 
under their present Chairman, are just a little more 
constructively approaching a number of ae aaa 
abiding their time instead of coming up every week. I 
think they are working towards it. I think they know 

bas are going to get that provision about, for 

instance, the dolivery of a prospectus, and they ‘must 
produce circulars and other material to be delivered 
to the public, which are factual, and not more or less 
meaningless, in any event. 

Q. They have changed their opinion about 
the bond on their own initiative? 


A. Yes. I will say pretty much on their own 
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initiative. They came up with the solution, and they 
know that the Commission has always been urging them 
to do something constructive. 

Q. We will know better when we see the 
conditions in the bond, just what is intended, and 
what it is intended to guard against, and that, you 
say, will be in full effect, as from October lst? 

A. Mr, Jolliffe, do not let me mislead you. I do 

not think the bond is very stringent; I think it is 
one that the average prudent business man will take 
out, 

Q.- I am interested in that, and that is 
why I am interested in the intention to require the 
bond, 

A. %iIt has already weeded out a few people. 

Q. What do you mean? 

A, It has prevented certain individuals from obtaining 


membership in the Broker-Dealers' Association. 


BY THE CHAT RAN: 
Q. Because they cannot get a bond? 


Ae” OR 


BY MR. JOLLIFFE: 
Q. Are these bonds to be supplied by a 


bonding company? 
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A. Yes, 

BY MR. GRUMETT: 

Q. Has the Association any control over 
the granting of these bonds? That is a very dangerous 
situation, 
A. No, they have no control, 

Q.- Have they any means of controlling the 
granting of the bonds? 


ax, NO. 


MR. JOLLIFFS: Is it not probable that the 


bonding company will ask the Association? 


MR. GRUMMETT: Yes, and the Association can 


block new applicants. 


THE WITNESS: I issued a decision recently, 
where I pointed out to the Broker-Dealers the danger 
of this thing, and that they may attempt -- this does 
not turn on the question of whether the Board of 
Governors would probably exercise their discretion in 
reviewing each man's registration -- but it is 
perfectly obvious there is danger that they could 
restrict, and it is not in their own interest. That 
is rather an important question, 

BY MR. GRUMMETT: 


Q. A .“closed shop" of their own? 
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By Lees 


BY MR. JOLLIFYS: 

Q.- Did it not go a little further than 
that, Mr. Lennox? Has it not been suggested to you 
by some of the Broker-Deslers themselves that there is 
danger of a certain group or groups getting control 
of the Association? 

A. That is always an issue, It is quite evident 
there are two distinct factions within the Association 


now, 


(PAGE 2085 follows) 
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We At -Lleast two? 
A. Two major ones. I do not know how many others, but 


there are two which are --- 
BY i:R. GRUMMETT: 


Q@. Vocal at the present time? 


A. Yes, and both big enough to annoy each other, 
BY UR. -JOLLIFFE: 


&%. You have used the word "front", as opposed 
to the regular operators? 
A. Yes. 

Q@. And from it, I take it you are satisfied 

there have been "fronts" operating in the past three 
years, in the business? 
A, There is no question about that. 

Q. 1 suggest you are satisfied there are 
"fronts" operating in the business? 

A, Absolutely. 

Q. Does that not, in itself, endanger this 
theory to which you refer, the theory of self-government 
in the business? Does that not in itself make it 
difficult to compare this business with some other 


businesses and professions? In what other business 
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do you find "fronts" on a considerable scale 


A, They call them "silent partners", 


THE CHAIRMAN: That may be common in 


every business. 


BY MR. JOLLIFFE: 


Lennox 


? 


almost 


@. But for your purposes, and under the 


present Act, they cannot be legitimate. 

A. No, because they are required by statute 
the names of anybody holding a greater than 
percent interest. 

Q. You are personally concerned with 
integrity of the men holding the licenses? 
A, Yes, and we feel that a "front" is irresp 
and he is following the dictates of somebody 

Q. And he is withholding information 
entitled to get? 

A, 268. 

@. And for that reason he is not the 
whom you would want to issue a license -- if 
prove that? 

Naess 
@. If you had adequate evidence upon 
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Kia! LeSs 

Q. Now, does it not come to this -- Twant 
to be very clear about this; under this Act, and your 
administration of this Act, I suggest to you there is 
no such thing as a "legitimate front" or a "legitimate 
silent partner"? 
A, No, there is no such thing as a "legitimate silent 
partner", who is participating in the profits, 

Q. There has to be disclosure? 


A. Yes. 
BY THE CHAIRMAN: 


Q. What is the section which deals with 
that? As long as he disclosea the silent partner, 
is that not sufficient -- if the silent partner is 
satisfactory to you? 

A, On his letterheads and everything elwe he has to 
put the names of the persons who hold greater than 
a ten percent. interest. 

Q. In other words, there is nothing illegal 
about his pee erine on with a silent partner, providing 
he is properly disclosed? 

A. Yes. 


Q. But what you mean by a "front" is a silent 
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partner which is not disclosed? 


MR. JOLLIFFE: No, no. Do you not mean, Mr. 
Lennox by "front" that the man acting as a "front" 


must heve a silent background? 


THE CHAIRI.AN: That is the case where the 


"front" is the silent partner, 


MR. JOLLIFFE: We have heard about the "front 


ends" and the "back ends" in this enquiry before. 


aR, VILLENEUVE: Yes, in the booking business. 


BY MR. JOLLIFFE: 


Q. And the difficulty is to find the "back 
end", 
A, I may be optimistic, but I think we have pretty 
nearly overcome the difficulty of the "front", because 
it has ceased to be a profitable undertaking. 

If the commission can succeed in catching 
up with the dealer on his first deal -- I mentioned 
the name of a dealer this morning. He was not half- 
way through his first deal, before the Commission 
had him out of business. 


I describe that individual -- 
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GW. That was last month? 

a. Yes. These "fronts" certainly did hot make very 
much money out of that undertaking. ‘thnere are a 
series of cases dating back to 1945, up to 1949, where 
we caught several dealers before they completed their 
first deal. 

w. That you pointed out to the broker-dealers 
the danger of this thing? 

A. Yes. 

@. And I take it that was one of the grounds 
upon which you made your decision? 

A, That is one of the grounds, I could have cancelled 
his license simply on the fact that he sold stock which 
was not qualified, The Commission often takes into 
consideration these factors, with regard to the matter 
of education, 

@. I am not questioning your decision for a 
moment, but you said a few minutes ago that you could 
not very well act unless you have evidence upon which 
to act? 

A. That is right. 

Q. That is not always easy to get, is it? 

A. It is terribly difficult to get. 


. Is it not correct that sometimes -- perhaps 
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not in this case, which seems to be pretty obvious 
-- but is it not true that in some cases considerable 
ingenuity has been exercised to hide the true facts 
from your investigators? 
a, It certainly is. 

Q. That would be putting it mildly? 


A. Yes, 


TH. CHAIHI.AN: I think we shall adjourn for 


five minutes. 

MiR. JOLLIFFLE: Yes. 
---ihereupon a short recess was had, 
---Upon resuming. 


BY THE CHAIRMAN : 
@. Shall we proceed, Mir, Lennox? 


as 128, Sir, 
BY MR. JOLLIFFE: 


Q. There are a lot of other matters which arose 
‘in that connection, but I think I would like to 


have ir. Houck have the floor, 


MR. HOUCK: may I say at the outset, lur.Chairman, 
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that I have prepared a few questions, and with the 
permission of the Committee, I sent a few questions 
to ir. Lennox, because I thought to be prepared to 
properly answer, would require some preparation. 


The first question is: 


"Q, “hat is the number of United States 
Citizens registered either as Brokers or Salesmen 
in Ontario, and what percentage is this figure of 
the total of registered Salesmen and Brokers?" 


A, Sixty. 
BY MR. JOLLIFFE: 


@. That is in both categories? 
A, That is in all categories. There are three, 
salesmen, brokers on the Stock Exchange, and the 


Dens 
BY THE CHAIRMAN: 


Q. The Investment Dealers’ Association? 


A. Yes, 
BY MR. HOUCK: 


Q. What percentage of those would be the total 


of registered salesmen and brokers? 
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A. About four percent. That is basing our average 
registration at fifteen hundred. I should say that 
out of the sixty, twenty-nine have taken out Canadian 


citizenship. 
BY THE CHAIRMAN: 


@. They have applied for it, or now have it? 
A, Our records show they now have it. 

Q. Then they are not American citizens? 
A. No. 


Q. So there would only be thirty-one now? 


BY MR. GRUMAETT: 


Q. About two percent? 


A, Yes, two percent. 
BY WR. HOUCK: 


Q@. We read in McLean's and other te eee 
that there are some Americans with past criminal 
records registered by the Securities Commission; is 
that correct? 

A, That requires a little explanation. Under the 


1945 Act,-- Section 82 of that Act, it calledfor a 
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general review of all registrations, and in the course 
of that review, the Comsission might have considered in 
some cases that the person in question had paid his 
debt to society, as the saying goes. 

I know of one case where the Commission, as 
it is now: constituted, allowed registration where a 
chap was convicted in his teen-age, and he paid his 
lawyer a retainer of ,»200 to appeal the case, and the 
lawyer did not appeal it, and was subsequently dis- 
barred for that default, and other defaults, and the 
Commission had looked into the matter fairly care- 
fully. 

We cannot naturally decide on the merits of 
the appeal, but we thought there was a great deal of 
doubt, and there was a very good possibility that the 
boy might have won his appeal, and after several 
refusals, finally when he came up with a lawyer, who 
kept the case on a proper basis, he was allowed regis- 
tration. 

There is acase, which I think is probably 
notorious on Bay Street, because best ae ene involved 
is credited with being the head of one of the factions. 

Rumours went around Bay Street a few months 
ago that -- it dates back to February of this year -- 


that this particular individual had been convicted 
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and served tine in the United States, and even been 
given lashes. 

We communicated with the R.C.M.P., and the 
F.B.I., but could not find any trace of any such 
conviction. 

Then somebody had the bright idea that there 
is only one state in the union which gives lashes, 
and that is the State of Alabama, so we got in 
touch with the authorities in the State of slabama, 
and got fingerprints, and everything else, but we 
have been unable to verify any such conviction, It 
looks like simply a vicious rumour, 

But, much to my surprise, I found out that 
this chap when twenty years old, had been convicted 
of robbery, but only given a suspended sentence. He 
was registered in 1947. That was before my time. 

But when I heard of this robbery and suspended sentence, 
it looked more like petty theft, and I thought this 
chap had been before the full Commission, and the 
Commission had considered the merits, end 

he was eligible for registration, 

I find, however, that I was wrong. He never 
was before the full Commission, I found my predecessor 
in office was not responsible for this registration, 


and I hope I will not have to mention names, but the 
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person responsible is no longer with the Commission. 
However, it is entirely irregular, and it is an 
established policy with our Commission, that no 
person withany type of record whatever, or whose 
license has ever been cancelled or suspended, should 
be licensed, without appearing before the full 
Commission. 

@. was he re istered as a salesman or broker? 
A. He was registered as a broker, in 1947, 

Q@. as he required on both or either of 
these two occasions to disclose that he had a 
criminal record? 

A. He disclosed it, I might say this, which is 
relevant to your question: we always hear about 
people with criminal records. 

A year ago there was a person convicted in 
the magistrate's court for filing false information 
with the Commission, inasmuch as he failed to dis- 
close a criminal record. There is a charge now 
pending against this man's brother, although his 
brother does not use the same name. We had his 
brother arrested a month or so ago, and he is out 
now on six thousand dollars bail, awaiting trial. 

Outside of that, I have no knowledge of 


people having criminal records, 
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BY MR. HOUCK: 


Q. You do make a close check-up of their 
past before permitting registration? 
A, Yes. We now contact the Royal Canadian mounted 
if he 
Police in any doubtful case,/has a roving disposition, 
or anything else, we contact the Mounted Police and 


the F.B.I., if necessary. JI do not know why that was 


not done before, because that is the only sure way. 
BY MR. JOLLIFFE: 


Q, When you say “any doubtful cases", what 
does that mean? 
A, If a person has lived in Toronto all his life 
to the knowledge of the Commission, and we get a 
report from the Provincial Police, or the city 


police -- 
BY THE CHAIRMAN: 


Q. You get that, at any rate? 
A. Yes. But if a person is not very well known to 
the Commission, we go further. This person who is 
out on bail now secured registration in 1944, and 
all the trouble which has developed is not on account 


of the present-day Comission, He was registered in 
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1944 as a salesman, very shortly after he had served 


a prison term of three and one-half years, 
BY 1'R. GRUMMETT: 


Q@. In Canada? 
A. No, in the United States, He is a Canadian, but 


he served time in the United States. 
BY MR. HOUCK: 


Q@. As for the Ontario Provincial Police; the 
applicants have to have letters in doubtful cases? 
A, Ve require three references, including a reference 


from a bank. 
BY THE CHAIRMAN: 


@. That is, in each case? 


A. In every case, 
BY MR. HOUCK: 


.Are there any residence requirements prior 
to registration being granted to American citizens? 
A. That is dealt with in Section 14 of the Act, which 


reads: 
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"(1) Registration may, in the absolute dis- 
cretion of the Commission, be refuwed to any 
person who has not been a resident of Untario 
for at least one year immediately prior to 
the date of application for registration 
with the intention of making his permanent home 
in Ontario, unless at the time of applica- 
tion such person is registered in a capacity 
corresponding to that of a broker, investment 
dealer, broker-dealer, sub-broker-dealer, 
security issuer, investment counsel or 
salesman under the security laws of the 
jurisdiction in which he last resided and has 
been so registered for a period of not less 
than one year immediately preceding the date 
of the application and is otherwise suitable 
for registration. 

(2) Where a company or partnership makes 
application for registration, the registration 
may, in the absolute discretion of the Com- 
mission, be refused, unless every officer 

and director, or every member, as the case 

may be, has been a resident of Ontario for 


at least one year immediately prior to the 
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date of application for registration, with 
the intention of making his permanent home in 
Ontario, or is registered in a capacity corres- 
ponding to that of a broker, investment 
dealer, broker-dealer, sub-broker-dealer, 
security issuer, investment counsel or 
salesman under the security laws of the 
jurisdiction in which he last resided and 

has been so registered for a period of 

not less than one year immediately preceding 
the date of the application and is otherwise 
suitable for registration. 

(3) For the purpose of this section, a 

person shall not be deemed to cease to 

reside in Ontario by reason only of his 
absence fron Ontario as a member of His 


Majesty's armed forced." 
BY MR. JOLLIFFE: 


we That is discretionary? 


Q. You can, under that section, grant a 


registration to a man who has been here much less 


than one year, if you see fit to do so? 
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A, That is quite right, sir. A preference is shown 
to persons who have been eee red re a corres- 
ponding capacity in another jurisdiction, but, 
strangely enough, those are the individuals who 

are giving us the most trouble,--The American 
citizens coming over here probably because they 

got into trouble over there, and the S.E.C. has 
taken action, or else they know that trouble is 
developing, and they get out before it comes, and 
several months after we may hear from the S.E.C., or 
we may find out that some proceedings have been 
taken. 

I have two cases in point now, where I have 
written to the S.E.C. to tell me if they want these 
two individuals to appear before them, we will 
require an undertaking from these two individuals to 
appear when called, and upon the fulfillment of 
that undertaking will be a condition’ precedent to 
their continued registration in this country. 

Q. Are there any other requirements? What 
investigations are made by your Department before 
registrations are granted to brokers or salesmen? 
A. Yes, I can go over the very steps we take, 


First, the applicant must be acceptable to 
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the B.D.A., the Toronto Stock Exchange, or the 
I.D.A., as the case may be. He must furnish the 
Commission with three references, including a bank 
reference. His record is checked with the Better 
Business Bureau or the police, including the 
R.C.M.P., and, in doubtful cases, including the 
Pee da 

The applicant must fill out a conprehensive 
questionnaire, verified by his own affidavit, and 
that pretty well gives his life history. 

In a case of uncertainty, we will have him 
examined -- or cross-examined, I think is more 
correct -- under the provisions of Section 12 of 
the Act. Failing that, if it is a doubtful case, 
registration will be refused, subject to review by 
the full Commission. 

If the man has any type of a record, or even 
been fined under the Act, it is a matter of policy 
that he must go before the whole Commission, 

G. “hat are the abuses alleged by the 
securities and Exchange Commission against brokers 
and salesmen in Ontario? 

A, The main complaints are extensive mailings into 


the United States of objectionable literature, and 
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the extensive use of the long distance telephone, 
BY MR. DOWNER: 
@. I see that Section 52 reads: 


"(1) No person shall, 
(a) call at any residence; or 
(b) telephone from within Ontario to 
any residence within or outside of 
Ontario, 
for the purpose of trading in any security 
with any member ofthe public. 
(2)Subsection 1 shall not apply, 
(a) where the person calls at or 
telephones to the residence, 
(1) of a close personal friend, a 
business associate or a customer 
with whom or on whose behalf the 
person calling or telephoning has 
been in the habit of trading in 
securities, or 
(ii) of a person who has requested 
in writing that information respecting 
a specific vanesate be furnished 


him by the person so calling or 
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telephoning, but in such case the 
person so calling or telephoning 
shall call or telephone only in 
reference to that security; or 
(b) to a trade or trades in any securities 
in respect of which registration is 
not required under this Act. 
(3) In this section "residence" includes 
any building or part of a building in which 
the occupant resides either permanently or 
temporarily and any premises appurtenant 


thereto." 
hit, JOLLIFF.: There are certain exceptions. 


MR. DO NER: There are exceptions now. Apparently 


the people do use these telephones. 
BY ..R. HOUCK: 


w. What steps have been taken by you since 
your appointment as Chairman of the Ontario Securities 
Commission to remedy the abuses claimed by the 
securities Exchange Commission? 

BY THE CHAIRMAN: 


Q. You mentioned the excessive use of the 
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telephone. You mentioned a little while ago, that 
under the American law, there is no provision that 
renders a telephone call of this kind illegal over 
there. Is that correct? 
A, That is my understanding. The Americans object 
to the repeated calls, that is, selling to a person 
through the mails, and then probably selling him 
some more on the first telephone call, and keeping 
after him and keeping after him continually. 

Q. It is the volume, rather than the use of 
the telephone? 
A. Yes, Our best telephone artists are the best 
telephoners. I think when a person gets a call, he 
probably recognizes the accent, and is sort of dis- 
armed, 

Q. They are so flattered by the call over 
long distance that they "fall" for the mirepresenta- 
tion? 


A. Yes, 
BY MR, JOLLIFFE: 


Q. You dealt with one of these cases in one 
of your decisions? 
A, I covered that in my decision, yes. 


In answer to Question 6: 
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"Q. ‘hat steps have been taken by you since 
your appointment as Chairman of the Ontario 
Securities Commission to remedy the abuses 


claimed by the Securities Exchange Commission?" 


In the past year, we had over one hundred informal 
investigations, and forty-two formal investigations, 
that is, investigations under orders from the 
Attorney-General. 

A very great proportion of those informal 
investigations might simply consist of one of our 
investigators walking into one of these illegal 
houses and checking his telephone bills, and all 
those preventive steps guarding against continued 
high-pressure methods. 

They do not like it when one of our boys walks 
in, if they have been dealing in this high-pressure 
type of selling. 

In the bulletin of August, 1949, on Page 5 
-- I do not know whether I did it, or the whole 
SOC es -- we dealt with suspensions, and the 
question of mailing was again brought to the atten- 
tion of the Broker-Dealers' Association, 

In September, 1949, I issued a circular which 


I think is very important, because it was, to a 
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large extent, a repetition, reminding them of a 
judgment handed down by lir. MicTague, and I enlarged 
on this matter in a bulletin, I have here somewhere. 
01s not very long, and I will read it... It. is 
dated September 6th, 1949, and this circular was 
mailed by registered mail to all broker-dealers, 


It reads as follows: 


NOTICE TO ALL MEMBERS OF THE BROKER-DEALERS! 


ASSOCIATION SEPTEMBER 6th, 1 





Following several discussions with 
your Board of Governors the undersigned 
agreed as of the 28th January, 1949, to 
Bive your Association an opportunity to 
control the extent of offerings of securities 
being made in the United States and other 
points outside Ontario, The experiment has 
not proved satisfactory and it is now mutually 
agreed following further discussions that the 
Commission should again exercise its juris- 
diction on the same basis as it did before the 
Broker-Dealers! Act was proclaimed. At least 
until such time as your Association is able 
to offer some fair and sound solution to the 


problem, 
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Accordingly the principle laid down in 
the decision of Canadian Securities dated 
March lst, 1948, will be strictly enforced. 
and the scope of the decision will be 
enlarged to meet existing oonditions, wherein 
the size of mailings has been materially 
increased by including a comparatively large 
number of Ontario mailings with the possible 
intent of avoiding the consequences of the 
decision in question, 

The gist of the decision is that a dealer 
who devotes his efforts almost entirely to 
effecting sales outside Ontario should not 
enjoy the right of registration. It should 
now be pointed out in view of the increased 
volume of mailings that a dealer may go through 
the motions of fairly extensive mailings within 
Ontario and still in the final analysis be 
deemed to be devoting almost his entire 
effort to effecting sales outside Ontario, 
Moreover, it may be found that his sales 
campaign over all is indicative of over 
reaching and other high-pressured methods, 


The Commission working in conjunction 
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with your Board of Governors considers this 
step to be in the best interests of the 


Association as a whole," 
Where I say in the second paragraph: 


"Accordingly the principle laid down in the 
decision of Canadian Securities dated iiarch 
lst, 1948 will be strictly enforced and 
the scope of the decision will be enlarged 
to meet existing conditions, wherein the 
size of mailings has been materially increased 
by including a comparatively large number of 
Ontario mailings with the possible intent 
of avoiding the consequences of the decision 


in question," 


I mean going through a form of mailing so that the 
percentages will look all right. 

“hat I had in mind in my remarks concerning 
"sales outside Ontario" was that they might get some 
old, obsolete mailing list, or some old city directory, 
and then the final test would come, even if they did 
get enquiries, within the provisions, they could not 
follow that up by telephoning, and it would defeat 


their telephoning to the United States. 
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That was in September, 1949, and what I am 
endeavouring to show is, this matter was constantly 
kept before the Association, and that disciplinary 
action was taken on many cases, 

The bulletin of November, 1949, at Pages 7 


and 8, reads as follows: 


"Although the Commission acted quickly, 
despite the fact it did not receive notice 
of his intention to engage in primary dis- 
tribution, the public was very heavily in- 
volved before the Commission could obtain 

an over-all picture of all the ramifications 
of this transaction. Having the public 
interest in mind and having regard to certain 
representations indicating that the merits 
of the issue were above average, it was 
decided to afford this dealer an opportunity 
to complete distribution before any drastic 
action might be taken, 

The investigation accordingly was not 
closed. A further check was made and an 
interim report was issued, dated September 
20} 1949, indicating certain unsatisfactory 


conditions, which need not be considered at 
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this stage except to point out that in October 
an application for a further Eee of vendor 
shares from escrow was refused by virtue of 
the facts disclosed in this interim report. 

On November 4, 1949, in the course of a 
preliminary investigation involving the market 
activity of Consolidated Lebel Oro iiines 
Limited, it was discovered that lir, Jones had 
temporarily, at least, abandoned distribution 
of Alberta Oil Leaseholds and was devoting 
all his efforts to sponsoring the sale of a 
listed stock, namely, Consolidated Lebel Oro. 
His registration was accordingly suspended 
for ten days on the grounds that he was not 
taking advantage of the opportunity afforded 
him to complete distribution and was engaged 
in activities which were at least questionable 
inasmuch as the Commission felt bound to investi- 
gate after receiving notice of the activities 
of this listed stock from outside sources, 

He has since applied for a review by the 
full Commission of the order suspending his 
registration, as the term of his suspension 


will expire before his application can be 
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heard by the full Commission, I consider it 
expedient to deal with the real question 

confronting the Commission, namely, whether 
upon the facts disclosed during the original 


investigation," 


Then, in December, 1950, a letter was went to the 
Broker-Dealers' Association, along the same line, and 
the broker-dealers sent out a warning in their bulletin. 
In December, 1950, it was rather a critical 
time, because one of the factions on Bay Street was 
saying that the other faction was going to enter into 
a big mailing scheme, and vice versa, 
The danger was that the little fellow might 
think, "Well, the big fellows are going to enter 
into a big mailing, and I might as well take advantage 
of the last swing." 


I wrote, in December, 1950, 


"In view of some official correspondence 
from the tahoe States recently, it appears 
that the authorities are on the alert in 
order to be prepared for a further mail ban 


if given the necessary provocation, There is, 
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of course, nothing we can do about it if 

they intend to adopt an unreasonable attitude. 
On the other hand, when we are approaching 

the New Year, it is only natural to be somewhat 
apprehensive about a revival on a large scale 
of the type of operation which has in the past 
been so harmful to the entire securities 
business, 

Briefly my view is that in the event of 
another mail ban, neither the Commission nor 
your Association can properly sit back and 
accept the findings of the United States authorities 
as representing the actual facts, but we must 
sift out the facts for ourselves and determine 
who are mainly repponsible for an unfortunate 
situation, having regard to the volume of 
mailing and other pertinent factors. 

Jaturally my chief concern is for the 
majority engaged in the securities business who 
may suffer from the actions of a few. In the 
interests of the majority, any repetition of 
really excessive mailing should result in can- 
cellation of registration, Unfortunately 


however, the harm is already done before 
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action can be taken, 


It would not be expedient to issue a 
warning in the Bulletin, as the S.L.C., and 
others in the United States are on our 
mailing list. It occurs to me that your 
Board might see fit to issue a suitable 
warning in an attempt to ward off another 


blow from the Postal authorities." 


(Page 2112 follows) 
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That is, since September 6th, and the 
Commission was very much on the alert on that point, 
when there were rumours going on about the mailings, 
and we started a very extensive check, even at the 
risk of some of our more extensive investigations 
being dropped for a time, and that survey really 
resulted in a great many cancellations. 

In the early part of the year, there were 
exceptionally heavy cancellations, and these cancella- 
tions preceded the adverse publicity which issued from 
St.Louis in March, 1951. The bulk of the cancellations 
were in the latter part of January and on through 
February. 

Also, in conjunction with that situation, as 
a result at the close of 1950, I obtained undertakings 
of two large mailing houses to refrain from sending 
mail to the United States for a period of two months 
-- I think it was. I am satisfied those undertakings 
were lived up to, 

Then in the bulletin of February, 1951, at 
Pages 5 and 6, I dealt with high pressure telephone 
methods as one of the factors,-- in fact, I think 


the only factor -- in connection with cancellations. 
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BY UR. DOWNER: 


@. In February? 
A. February, 1951. 

Beside this undertaking, there were several 
warnings issued to individuals suggesting that their 
records were not of the very best, and they had better 
be very careful, although as a matter of principle, 

I do not believe too much in warnings. 

“ith reference to those dates and the continual 
investigations and "spot" checks, I think this matter 
has been kept before the industry constantly, and they 
have come to a realization that they are only digging 
their own graves, so to speak, if they do not heed the 
warning. 

Apart from the question of whether or not we 
should discourage intensive solicitation in the United 
states, is this practical question; if a broker is 
dealing with people outside the province continually, 
we have great difficulty in ascertaining what the 
standards for the trading are, ‘hen he is dealing in 
the province illegally, we can examine witnesses readily, 
but when he is using the long distance telephone to 
San Francisco, or some other point, we really do not 


know what he is doing, 
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MR. HOUCK: That answers my question, 


BY wR, GRUMLETT: 


@. lir. Lennox, is there any possible way of 
ascertaining the volume of mailing which goes out to 
the United States from Ontario? 

A. Yes, we can get fairly accurate figures, but we 
would have to go into a brokerage house and examine 
his printing bills, and postage, and everything else, 
and we would know rather accurately. 

You are interested in the money involved, 
and the truth or otherwise of some of these statements 
made inthe American Press, but I think I have broken 
that down rather satisfactorily, as far as I have 


gone, 


BY iik. JOLLIFFE: 


@. Just before you leave that; you spoke of 
difficulty in ascertaining just how business is done 
over a long distance, by telephone. Do you, in your 
hearings, accept affidavit evidence? 

A. Yes, we have. 

Q. I gathered that you did that in the Junior 

Golds case, in February, 1950? 


A. Yes. 
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J. Because that is a case where the customer 
was in Oregon, where he was over-loaded with a lot of 
telephoning? 

A, That is where the man saw a vision? 

Q. Yes, he saw a Divine vision. 

A. Yes, and he saw a pot of gold at the end. 

Q. Apparently in that case I adduce you 
accepted, as evidence affidavits from Oregon? 

A. The attorney for the defence put in affidavits, 

as I recall it. The "Pastor", as they call the person 
here, put in an affidavit, saying that this chap might 
have had some strange beliefs, but he was primarily 

a sound businessman. 

Q. 'hat I am getting at is this, as a matter 
of practice -- and I suppose it is for you to determine 
your own practice and procedure -- you do accept 
affidavit evidence? 

A, Yes, but each case is decided on its own merits. 

Q.. But you do not know of any reason why you 
could not accept affidavit evidence from any other 
jurisdiction? | | 
A, No, no definite reasons, no. I think in that 
case they asked permission from the full Commission, 


and it was granted, It is very rarely ever requested. 
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Q. Has affidavit evidence ever been used 
from abroad, against a licencee? 

A, Affidavits from abroad have laid the foundation 
in investigations, brt we never acted purely on the 
strength of an affidavit. 

Q. That is not quite what I mean, What I 
am trying to get at is this; in the case I mentioned, 
apparently you permitted the applicant's counsel to 
use an affidavit, or more than one affidavit, in the 


applicant's favour as evidence? 


A. Yes. 

Q. Now, what would be the position if 
someone -- the complainant, I suppose, or one of your 
own investigators -- attempted to file an affidavit 


that would be unfavourable to the licencee? Would 
you accept it as evidence? 
A. I certainly would not accept the affidavit of an 
investigator. 

Q. No, no; but I am speaking of affidavits 
from abroad, 
A. No, I would not act on the affidavit -- 

Q. Perhaps I used the wrong word. Would 
you admit it as evidence quite apart from any weight 
you might attach to it, or any decision you might reach? 


Would it be admissible evidence under the practice of 
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your Commission? 

A. I think that would be up to the full Commission. 
The matter has never arisen, because when we get an 
affidavit from the complainant or investigator, it is 


used as a basis for an investigation. 


BY MR. HOUCK: 
Q. You have pretty well answered my 
next question; 
™yhat is your present policy with respect 


to mailing by brokers to the United States, 


and what steps are taken to check and supervise 


the material mailed?" 

Now, my next question is: 
“What laws of Ontario or of the Dominion of 
Canada are being Violated by brokers or dealers 
mailing to the United States in soliciting the 


sale of securities?". 


A. I donot think any law of Ontario has been violated 


because I think Section 52 implies that a person can 
telephone from within Ontario to outside Ontario, or 
mail from Ontario to outside of Ontario if they comply 
with certain provisions. 

So, in the face of that Section, I do not 


see how you could say they are violating any law of 


os 


wh 


ey ih, 


De Gaps tage 


tals 





eh 23 
are 
igs ee at ma 
Cre cae ; 
@ 
i f 
Ai 


io te 


ois’ iH i 4 7 i ; er Ae 


igs 
ws arta 


t 
ow este beueo oa 





einai 24ers 


0 i ef 


oval to. naa ey oa pee 


“F 





th tag dh 
no iteghtaeyitt 8 0% ehnad 3 8 
aie Py ida ‘rom ' 


Pas 
H} 


: wy 4 ‘ 


Nor Berane ALew Va die aaee hibiale) 








fA eects eee EN 2 
ovate Sedial edt of erexoyd Ww pati tam of 
iwicdiia. bie aaede oF asvad ote ers baie pete wn 
Ai 
Me GeLt Rin “fe brotem onl v 
ani fiasua een ns or it 
to Gy tirirnd eagd, Fe 19 ofnadao 2 ie eval tay 
erafsoh xo txedidad vd Batetod /atiked <5 BheTad | y i 
vid pattiviged at setete Beth aD brid, on ee 
, Aoa019 txaoee te, ey Mi 
De a re 
afaloly, Abed aad of sAdno ho wat hs. Hata tom ob I 
ine monweg 8 ree eeligast $0 doutod ols : vy 
nO ‘eae ib Seto ot obmatad) ata te sex ea 


ainadng 10. soiedue ot i 


Yas 


yf 


i mem 


ih ro ase 
Arts aga tp re 
yi ; ie 


UO! | AM, Ye Muted 


Read! 




















‘pees 


“ 


iii 


2118 Lennox 


Ontario, 

| Probably this is not any of my business, 
but it occurs to me that the provincial government can- 
not .revent persons usin: tne telephone or using the 
mails. 

Q. What prohibition is there, if any, against 
mail from brokers and dealers in the United States of 
America, soliciting the sale of securities in Ontario 
with the same type of literature that goes from Ontario 
into the United States? 

A, Our 4ct says: 
"No person shall trade in Ontario unless 
registered, and shall not sell any securities 


unless the security is qualified", 


So I think the whole thing turns on the 
question of trading. If you mail from New York State 


to Ontario, are you trading in Ontario? 


BY MR. GRUMETT: 

Q. That is one individual sale? 
A. Yes. It turns on the question of where they are 
trading, as a local proposition, It is not a 


practical matter, as far as we are concerned. 


BY THS CHATRMAN: 


Q. You mean it does not happen? 
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A. It probably happens, but we never hear of it. 


BY MR. HOUCK: 

Q. What jurisdiction has the Ontario 
Securities Commission over investment counsellors 
operating in Ontario? 

A. Our jurisdiction in the matter of investment 


counsel is exactly the same as the Broker-Dealers. 


BY MR. GRUMMETT: 
Q. Is it not covered in the same Section? 
Your jurisdiction over investment counsel is covered 


in the same Section as your jurisdiction over Broker- 


Dealers. 

MR. JOLLIFFE: It is specifically mentioned 
in the Act. 

MR. GRUMMETT: Yes. 

THE JITINESS: It is just the same as the 
other. 


BY MR. JOLLIFFE: 

Q. On the last page of your bulletin, it 
says, “the following are registered as investment 
counsel type 1 and investment counsel type 2." 


There are not very many of them? 
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Q. Is this (indicating) a full and complete 
list? 
A. Oh, well, that is back in February, 1950, 

Q. Here (indicating) is a more recent one, 
I just wondered why it was not a more lengthy list. 
A, It grew to fifteen type 1, and now it is back to 
seven again I think. 

There are cbout six of those who resicned 
voluntarily or resigned on invitation or were cancelled. 

Q. Now, what were the figures? 
A. Iwill give them all over again. Now that we are 
going to deal with it, I think it should be pointed 
out there is a very vast difference between investment 
counsel type 1, and investment counsel type 2. 

Investment counsel type 2, advise people 
on their portfolio, and take a fee for their services, 
and I think they render a very useful service. 

There is a tendency on the part of the 
type 1 people, to run what is commonly known as a 
"tipster sheet", 

In October of 1950, we started very extensive 
over-all investigation of the activities of these 


type 1 investment counsel, but unfortunately the 
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investigator assigned to that work, underwent a 
serious operation, and the matter was delayed, 

But, in the last two or three months, the 
Stock Exchange and reputable brokers combined to make 
representations to the Commission, and one of the 
representations was that the activities of the 
investment counsel type 1 should be curbed and checked. 

This investigator, who was on the work, was 
having a very slow convalescence and we put on another 
investigator, who carried on the investigation, and 
the result is there are two voluntary resignations; 
gpome more were invited to resign, one was suspended, 
and two cancelled, with the result that some of them 


have , for one reason or another, abendonod their work. 


BY MR. JOLLIFSE: 

Q. Seven of them are no longer investment 
counsel type 1? 
&.. Yes. 

Q. That is, seven out of about fifteen? 
A, Yes, 

MR. JOLLIFFE: I would like to clear up 


another point there, 


TH? CHAIRMAN: Very well. 
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BY MR. JOLLIFFE: 

Q. You said that investment counsel type 2 
advise on investments for a percentage fee. Is that 
what you said? 

A. Yes. I understand that is the way they mostly 

op: rate, They will take a portfolio and advise people 
on the portfolio, and will get some percentage of the 
portfolio; whether it is a very small fraction of one 
percent. or what it is, I do not know, 

Some of these investment counsel, type 2, 
are outstanding men, and are of a type who would be 
aécepted as expert witnesses in courts of law. 

Q- I do not understand the percentage part 
of it. I notice that among them are Babson's Canadian 
Report Service; that is an old established service and 
I would not tiink it was on @ percentage basis. At 
least, it was not formerly. 

A. I am speaking of people like King Elliott, and 
Babson. I doubt if Babson really requires registration. 
I think they take it out, as a matter of precaution. 

Q. iI think they are investment counsel 
within the meaning of the Act. 

A. Yes, but there is a provision there where they 
publish a newspaper with regular paid subscribers. 


Q. I see by Section 18, Sub-section 1(d) 
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it says: 


"a publisher of any bona fide newspaper, 
news magazine or business or financial 
publication of general and regular paid cir- 
culation distributed orly to subscribers 
thereto for value or to purchasers thereof, 
who gives advice as an investment counsel 
only through such publication and has no 
interest either directly or indirectly in 
any of the securities upon which the advice 
is given and receives no commissions or other 
consideration for giving the advice and who 
gives the advice as solely incidental to the 


conduct of his business as a publisher." 


I do not think that exemption would take out 
the old, established service, because unless they have 
changed their methods, they had occasionally sent out 
trial services, and the like. It may be a much better 
service than some of the others, but in principle, 
it is advice on investments? 


ie See 


BY MR. HOUCK: 
Qe Has the Ontario Securities Commission 


any jurisdiction over similar types of investment 
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counsel operating from the United States goliciting 
subscriptions through mailing or otherwise from 
residents of Ontario? 
A. I think is very much like the question about the 
trading. It is a question of whether they are operating 
in their own State or in Ontario, 

Of course, from the practical standpoint, 
even if we consider they are breaking our laws, there 


is nothing we can do about it. 


BY MR. JOLLIFFi: 
Q. They are outside of the jurisdiction? 


A. Yes. 


BY MR. HOUCK: 

Q. If investment counsellors registered with 
the Ontario Securities Commission mail into the United 
States of America. , is this considered by the American 
authorities a violation of their laws by the S.N.C.? 
A, Yes; they issue special orders -- cease and desist 
orders against investment counsel, the same as they 
do against brokers and broker-dealers. 

| Q. Then, is the solicitation by mail or 
otherwise to residents of Ontario by U.S. investment 
counsellors considered a violation of our law? 


A, That is practically the same as the other question. 
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It is a question of whether they are operating outside 
the jurisdiction, or inside the jurisdiction. 

BY MR. JOLLIFFE: 

Q. Vhat is your view? If an American in 
Buffalo consistently writes to Mr, Houck in Niagara 
Falls soliciting a subscription for a stock; what is 
your view? Is he attempting to trade in Ontario, or 


is he not? 


BY MR. JANES: 
Q. What can you do with him anyway? 
A. My view is he is trading, 


Q. How could you stop him? 


MR. JOLLIFFE: You could not, as long as 
he remains outside the jurisdiction, but he might 
come across the river to see Mr. Houck, and then he 
would be in the jurisdiction, and an American citizen 
in the jurisdiction is as much subject to our laws 


as anybody else. 


MR. HOUCK: Which I imagine is often done 


along the Border. 


BY MR. HOUCK: 
Q. What is the number of formal complaints 


received By the Department from the S.U.C. since your 
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appointment as Chairman of the Ontario Securities 
Commission? 
A, I checked that very carefully, and I considered 
formal specific complaints rather than general com- 
plaints against the mailing and telephone -- that is, 
a complaint involving an individual. 

I included in those numbers any complaint 
that is apparently sponsored by the S.H.C, 

A complainant may get in touch with the 
Commission directly, as he gets in touch with the S.H.C. 

Q. What is the number? 
A. I would say around six. I can refer to ebout six 
spe cific complaints. 


Q. But that does not happen very often? 


BY MR. DOWNER: 
Q. Over a period of how long? 


A, Over a period of three years. 


BY MR. JOLLIFFE: 

Q. By that, you mean the S.3.C. communicated 
with you in each case? 
A. Usually, it is this way; the complainant contacts 
the Commission or writes to the Commission, and he 


refers to the S.H.C., and then sometimes it is 
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accompanied by affidavits, which are recognized as 


being prepared by the S.E.C. 


BY MR. JANES: 

Q. Then you investigate this complaint? 
A. We investigate every complaint. 

Q. Did you find the complaints justified? 
A, J have a memorandum of all those complaints, which 
I have prepared in relation to co-operation with the 


S.E.C. I could bring that in at any time. 


BY MR. JOLLIFYE: 
Q. Let us see it to-morrow. 


A. All right. 


MR. JOLLIFFE: Will that be all right, 


Mr. Houck? 
MR. HOUCK: Yes. 


BY MR. HOUCK: 

Q. Have any steps been taken or proposed 
towards working out a uniform form of registration 
which would automatically qualify an issue registered 
under the Ontario Securities Act for sale in the various 
states? 

A. Yes. The S.E.C. have what they call -- or what can 


be described as a “short form of registration", 
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That permits a company to qualify at 
300,000 shares of any issue in any one year. That 
simply is lodged with the S.z.¢., and there is no 
investigation, There really is very little formality 
about it, 

We have attempted to induce the S.E.C. to 
extend that privilege to Canada, or Ontario -- I am 
only speaking for Ontario -- and I went down with 
the members of the Broker-Dealers on that mission to 
Washington in September, 1950, I think it was, and I 


went down there again -- 


BY MR. JOLLIFFE: 

Qe Was it not 1949? 
A, I am not just sure at the moment. I went down 
alone in March of this year and I made a further 
approach saying if they would extend this privilege 
to Ontario, we would stamp out all other forms of 
mailing or solicitation to the United States, on the 
ground that it would be in the public interest to do 
so, If we found a legitimate avane of trade, we would 
stamp out every othex form of trade. 
: The answer we get in every case is "=xtra- 
dition", and that is a Federal matter; that is up 


to the Dominion, whether they will grant extradition 
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or not, so we are stymied. 


MR. JOLLIFFE:. I see that the first meeting 


in Washington was on October 18th, 1949, 


BY MR. HOUCK: 

Q. Is it true that the requirements of the 
S.H.C. are so complicated and require such length of 
time and expense as to make same prohibitive for a 
company in its promotional stages? 
A. Yes, the issue I referred to this morning -- the 
floatation costs in connection with that issue amounted 
to $36,530, and to qualify 1,000,000 shares for sale, 
the costs are all set out in the prospectus. The 
legal fees and disbursements amounted to $9,000., and 
out of that $36,000. , $18,000. is for advertising and 
costs of distribution. In other words, the issuing 
company pays to the dealer $18,000. to assist him in 
that public distribution. 


There (indicating) is one, 1j36,500. -- 


BY MR. JOLLIFFE: 

Q. No, but what was the actual cost of 
qualifying with the S.E.C.? 
A. If you wamt to deduct that 418,00 registration 
fee, $80.00, klone with the total of $9,000., 


accounting fee $200.; engineering fee (31,000, 
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registration and transfer fees, $750., printing and 
engraving, 35,000. -- this field is a very important 
item, 

When you pass the S.#.C. you still cannot 
sell securities in the United States, because you have 
to qualify in any State in which you want to sell the 
securities. This is just a preliminary hurdle. 

I have another case where the Canadian 
Brewery were issued the exchange shares, With the 


United States Brewing Company, and the floatation 


costs there -=- that is from an official publication -- 
was $45,991., and the professional costs -- that would 
be legal and accounting -- amounted to ‘326,200. 


BY MR. DOJNER: 
Q. $71,000. altogether? 


A. No, the $26,000. is included in the $45,000. 


BY MR. JANES: 

Q. How many shares were included? 
A. The number of shares were to the value of 361,220. 
That is simply an exchange. 


Q. Almost $1.00 a share -- 


BY MR. JOLLIFFS: 
Q. Were all the costs, costs of qualifying? 


A. Mr. Jolliffe, there Cindicating) is the publication 
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Leou, 

Q. The heading of the publication is 
"Costs of Floatation". "floatation" is a word which 
covers much more than "qualifying"? 

A. There id another case where a Canadian bank wanted 
to issue some further capital, and wanted to make that 
open to the shareholders in the province of Ontario. 
Under those conditions, they would not be required to 
qualify with tenomatentan. as long as the offering 
was made to their own shareholders at no selling cost 
or commission, If the costs were actually restbicted 
to those ministerial costs, they would not be required 
to qualify with the Commission. 

The bank was obliged, if they made an offer 
in the United States -- even to their own shareholders, 
under the provisions of the Bank Act, and they were 
selling those shares to the shareholders at a slight 
discount under the market, the estimated cost of qualifying 
them with the S.E.C. was $30,000. In other words, what 
the shareholders would gain by acquiring the shares at 
a discount would be very largely off-set by the cost 
to the company qualifying the shares in the United 


States. 


BY MR. HOUCK: 


Q. Does registration with the S.H.C. permit 
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the sale of the securities registered in every State 

of the Union, br is additional registration required 

in every State if the securities are to be offered for 
sale in such States? 

A. It does not qualify the securities for sales in 

the State. Hach State has its own security laws, except 
Nevada. If you want to sell in every State in the 


United States, it would be a succession of qualification. 


BY MR. JOLLIFFE: 
Q. What does Nevada do? Is it wide open? 


A. Yes, it is wide open. 
MR. HOUCK: Wide open for gambling all right, 


BY MR. HOUCK: 

Q. Is it not true that the costs and expenses 
of the registration requirements of each separate 
State of the United States of America would make it 
prohibitive for any company to do so? 

A. I do not know anything about the cost of register- 
ing in any intividual State. I doubt if the cost 
would be very high because you do not hear many 
complaints along those lines, but the delay is an 
important factor. 

Possibly I should enlarge on that. When 


you consider how the price of base metals fluctuated 
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over a period of a few years, -- for instance, zinc 
has gone from .05¢ a pound to 7$¢ a pound, and time 
is an important factor, especially when you are 
operating in a place like the Yukon, where the seasons 
only last a few months, and if you wanted your money 
in a hurry, the season might pass before you could 
get it. 

MR. HOUCK: I have several more questions, 


but I also have an appointment at 5.30, 


THE ACTING CHAIRMAN: Very well, then we 


will adjourn until to-morrow morning at 10.30, 


---The witness temporarily retired. 
---Whereupon at 5.10 of the clock in the afternoon, 
the further proceddings of this committee adjourned 


until Thursday, July 26th, 1951, at 10.30 o'clock A.M. 
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